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Office of International Corporate Finance

Division of Corporation Finance

Securities and Exchange Commission PH
100 F Street, N.E.

Washington, D.C. 20549-0302 - AUG 1 4 2007

Re:  Japan Tobacco Inc. (File NO--82-4362) 5#&8&? S U P P '-

Inforration Furnished Pursuant to
Rule 12¢3-2 under the Securities Exchange Act of 1934

Ladies and Gentlemen:

We are counsel to Japan Tobacco Inc., a corporation incorporated under the laws of Japan (the
“Company”), in connection with this filing made pursuant to the exemption provided under Rule 12g3-2
(the “Rule”) promulgated under the Securities Exchange Act of 1934, as amended (the “Exchange Act”).

Attached as an Annex to this letter is a list of information, certain items of which are enclosed
herewith, that the Company has made public pursuant to the laws of Japan, has filed with stock exchanges
or has distributed to its security holders, subsequent to the information furnished under cover of the letter,
dated May 25, 2004, from Mori Hamada & Matsumoto to the Securities and Exchange Commission (the
“Commission”), and subsequent to the information previously furnished to the Commission by this firm
on behalf of the Company.

The information set forth herein is being furnished to the Commission pursuant to subparagraph
(b)(1)(iii) of the Rule. In accordance with subparagraphs (b)(4) and (b)(5) of the Rule, the information
and documents furnished herewith are being, and any information or documents furnished in the future by
the Company pursuant to the Rule will be, furnished with the understanding that they shall not be deemed
“filed” with the Commission or otherwise subject to Section 18 of the Exchange Act, and that neither this
letter nor the furnishing of any such information or documents pursuant to the Rule shall constitute an
admission for any purpose that the Company is subject to the Exchange Act.
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Securities and Exchange Commission
August 9, 2007
Page 2

If you have any questions regarding this filing, please do not hesitate to call me at (202) 457-7036
or, in my absence, Neal N. Beaton of the New York office at (212) 513-3470 or Lance D. Myers of the
New York office at (212) 513-3217. We would appreciate it if you would date stamp the enclosed copy
of this letter and return it to our waiting messenger.

%/4 // //"WL\)

Grace H. Brown
Holland & Knight LLP
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ANNEX

JAPANESE LANGUAGE DOCUMENTS
(brief description of Japanese language document listed below is set out in
EXHIBIT A hereto)

Report regarding the Forecast Revision for the fiscal year ending March 31,
2008

ENGLISH LANGUAGE DOCUMENTS
(English documents listed below are included in EXHIBIT B hereto)

Consolidated Financial Results For The Three Months That Ended June 30,
2007

Press Release

Date Title

1} 08/09/2007 JT Announces its First-Quarter Consolidated
(08/09/2007) Financial Results and Gallaher Integration Plan

2) 08/09/2007 JT Reports International Tobacco Business Results
(08/09/2007) for January-June 2007

Note:  The dates in parentheses are the dates of the releases in Japanese



EXHIBIT A
BRIEF DESCRIPTION OF JAPANESE LANGUAGE DOCUMENTS
Report regarding the Forecast Revision for the fiscal year ending March 31,
2008
Forecasts for net sales, operating income, ordinary income and net income for

the fiscal year ending March 31, 2008 were revised upward as of August 9,
2007, compared with those released on April 27, 2007.



EXHIBIT B

ENGLISH DOCUMENTS

Set out below is the English documents referred to in ANNEX, Section B, items
1to 2. '



This document contains financial summary and financial statements translated from the original Japanese version, for convenience only,

CONSOLIDATED FINANCIAL RESULTS August 9, 2007
FOR THE THREE MONTHS THAT ENDED JUNE 30, 2007
Name of the Listed Company: Japan Tobacco Inc. (stwck Code: 2914)
Listed Stock Exchanges: Tokyo, Osaka, Nagoya, Fukuoka, and Sapporo Stock Exchanges
URL: http:/fwww jti.co.jp/
Representative: Hiroshi Kimura, President, Chief Executive Officer and Representative Director
Contact: Masakazu Shimizu, Chicf Communications Officer
Telephone: (81)3-3582-3111
1. RESULTS FOR THE THREE MONTHS THAT ENDED JUNE 30, 2007 (April 1, 2007 to June 30, 2007)
1). FINANCIAL RESULTS Amounts are rounded down to the nearest 1 million yen,
L —— Net Sales Operating Income Qrdinary Income Net Income
Millions of yen %| Milliens of yen %| Millions of yen %| Miltions of yen- %
Three months that ended
June 30, 2007 1,219,784 5.4) 93,337 (8.6) 92,482 (10.6) 64,630 (15.2)
June 30, 2006 1,289,585 12.0 102,071 19.3 103,500 22.7 76,248 60.4
Yecar that ended March 31, 2007| 4,769,387 - 331,991 - 312,044 - 210,772 -
- ——————— | NetIncome per Share | Diluted Net Income per Share
yén yen
Three months that ended
June 30, 2007 6,746.38 -
June 30, 2006 7,955.02 -
Y car that ended March 31, 2007, 22,001.10 -

Note: The Statements of Income does net include business results in Gallaher, whose acquisition was completed on April 18, 2007, as the results of the
international tobacco business from January to March 2007 are consolidated in this three months® results.

2), FINANCIAL POSITION

Ratio of Net Assets
Total Assets Net Assets Equity Capital per Share
Millions of yen Millions of ven % yen
Three months that ended ’
June 30, 2007 4,213,542 2,156,652 496 218,248.56
June 30, 2006 3,150,150 1,876,065 57.0 189,743.72
Ycar that ended March 31, 2007 3,364,663 2,024,615 58.3 204,617.68
3). CASH FLOW RESLULTS
Cash Flow from Cash Flow from Cash Flow from Cash and Cash Equivalents,
Operating Activities Investing Activilies Financing Activities End of the Periods
Millions of yen Millions of yen Millions of yen Millions of yen
Three months that ended
June 30, 2007 11,566 (1,707,167) 727,349 246,589
June 30, 2006 105,184 15,941 (10,550} 1,030,609
Year that ended March 31, 2007 435,958 {145,652) (32,634) 1,179,522
2. FORECAST FOR BUSINESS RESULTS FOR THE YEAR ENDING MARCH 31, 2008 (April 1, 2007 to March 31, 2008}
Net Sales Operating Income Ordinary Income
Year ending Millions of yen % | Millions of yen %| Millions of yen %
March 31, 2008 6,410,000 34.4 419,000 26.2 382,000 22.4
Net Income Net Income per Share
Year ending Millions of yen % yen
March 31, 2008 256,000 . 215 26,722.12

Note:
1. Forecast for business results for the year ending March 31, 2008, released on April 27, 2007, is revised as of August 9, 2007.
2. Revised forecast described above does not reflect the impact of amortization of trademarks and others, related to the acquisition of Gallaher.
The forecast will be revised once the purchase-price-allocation is finalized.
3. Forecast is based on the assumption judged to be reasonable as of the data of issuing this statement and the actusl results may substantially

differ from the forecast above.
4, Forecast for the interim results is not issved.

3. MATTERS RELATING TO THE PREPARATION OF QUARTERLY FINANCIAL INFORMATION
1}, CHANGES IN THE SIGNIFICANT SUBSIDIARIES (ACCOMPANYING CHANGES IN SCOPE OF THE CONSOLIDATION ): None
2). ADOPTION OF SIMPLIFIED ACCOUNTING PROCEDURES: Applicable
IT applies simplified accounting procedures on income taxes and other accounts, based on accounting procedures for
semi-annual financial statements.
3). CHANGES IN ACCOUNTING POLICIES: None



CONSOLIDATED BALANCE SHEETS
Japan Tobacco Inc. and Consolidated Subsidiaries
as of March 31, 2007 and as of June 30, 2007

Millions of yen
as of March 31, as of June 30,
007 007 Change
(ASSETS) JPY JPY JPY
CURRENT ASSETS: 1,840,808 930,216 (910,591)
Cash and deposits 555,653 167,089 (388,563)
Trade notes and accounts receivable 149,384 166,524 17,139
Marketable securities 578,066 35,933 (542,132)
Inventories 417,276 403,862 (13,414)
Other current assets 141,966 158,363 16,396
Allowance for doubtful accounts (1,539) (1,555) (16)
FIXED ASSETS: 1,523,855 3,283,325 1,759,470
Property, plant and equipment: 600,435 601,657 1,221
Buildings and structures 229,019 227,042 {1,976)
Machinery, equipment and vehicles 152,900 151,486 (1,413)
L.and 131,817 130,687 (1,130)
Other 86,698 92,440 5,742
Intangible Assets: 542,880 530,007 (12,872)
Goodwill 360,681 357,350 (3,331}
Trademarks 154,980 145,055 (9,925)
Other 27,218 27,601 383
Investments and other assets: 380,538 2,151,660 1,771,121
Investment securities and other assets 260,210 105,699 (154,511)
Investment in unconsolidated subsidiaries
and associated companies 2,405 1,927,608 1,925,203
Other investment securities and other assets 119,520 119,867 347
Allowance for doubtful accounts (1,230) (1,192) 38
Allowance for loss on investments (368) (323) 44
TOTAL ASSETS 3,364,663 4,213,542 848,879




CONSOLIDATED BALANCE SHEETS
Japan Tobacco Inc. and Consolidated Subsidiaries
as of March 31, 2007 and as of June 30, 2007

Millions of yen
as of March 31, as of June 30,
2007 _ 2007 Change

(LTABILITIES) JPY JPY JPY

CURRENT LIABILITIES: 813,196 1,362,694 549,497
Trade notes and accounts payable 129,764 130,561 796
Short-term bank loans 53,706 644,689 590,983
Current portion of long-term borrowings 10,549 10,481 (68)
National tobacco excise taxes payable 134,573 144,372 9,799
National tobacco special excise taxes payable 21,991 23,349 1,358
Local tobacco excise taxes payable 181,374 192,756 11,381
Other allowances 31,309 15,761 (15,548)
Other current liabilities 249925 200,721 {49,203)

NON-CURRENT LIABILITIES: 526,851 694,196 167,344
Bonds 150,000 150,000 -
Long-term borrowings 5,012 177,836 172,823
Liabilities for retirement benefits 282,377 282,040 (336)
Liabilities for retirement benefits for directors and

corporate auditors 1,017 602 (414)
Other non-current liabilities 88,443 83,716 (4,727)

TOTAL LIABILITIES 1,340,047 2,056,890 716,842

(NET ASSETS)

SHAREHOLDERS' EQUITY: 1,920,159 1,963,713 43,554
Common stock 100,000 100,000 -
Capital surplus 736,400 736,400 -
Retained earnings 1,158,337 1,201,892 43,554
Treasury stock (74,578) (74,578) -

VALUATION AND TRANSLATION

ADJUSTMENTS: 406,094 127,124 87,030
Net unrealized gains on investment securities 33,329 34,396 1,067
Net deferred gains on hedging instruments 14,580 688 (13,891)
Pension liability adjustment

of foreign consolidated subsidiaries (15,560) (15,421} 138
Foreign currency translation adjustments 7,745 107,461 99,715

MINORITY INTERESTS 64,362 65,813 1,451
TOTAL NET ASSETS 2,024,615 2,156,652 132,036
TOTAL LIABILITIES AND NET ASSETS 3,364,663 4,213,542 848,879




CONSOLIDATED STATEMENTS OF INCOME

Japan Tobacco Inc. and Consolidated Subsidiaries
For the three months that ended June 30, 2006 and 2007 and for the year that ended March 31, 2007

Millions of yen
For the three months For the year
that ended Change that ended
. June 30,2006 June 30,2007 March 3 I,ZOOL_
JPY JPY JPY JPY
NET SALES 1,289,585 1,219,784 (69,801) 4,769,387
COST OF SALES 1,049,259 981,004 (68,254) 3,844,768
GROSS PROFIT 240,326 238,779 (1,546) 924,619
SELLING, GENERAL
AND ADMINISTRATIVE EXPENSES 138,255 145,441 7,186 592,628
OPERATING INCOME 102,071 93,337 (8,733) 331,991
NON-OPERATING INCOME: 5,243 8,231 2,988 16,033
Interest income 1,653 3,763 2,110 10,384
Dividend income 1,062 2,860 1,797 1,718
Foreign exchange gain, net 1,434 - (1,434) -
Other 1,092 1,608 515 3,930
NON-OPERATING EXPENSES: 3,814 9,086 5,272 35,980
Interest expense 1,362 2,583 1,220 6,939
Foreign exchange loss, net - 3,187 3,187 14,464
Periodic mutual assistance association cost 678 583 (95) 2,713
Other 1,773 2,733 959 11,862
ORDINARY INCOME 103,500 92,482 (11,017) 312,044
EXTRAORDINARY GAINS: 26,440 10,366 (16,073) 50,854
Gain on sales of property, plant and equipment 26,248 9,999 (16,248) 47,506
Other 191 367 175 3,348
EXTRAORDINARY LOSSES: 3,592 1,661 (1,931) 25,703
Loss on sale of property, plant and equipment 559 528 30 3,151
Loss on disposal of property, plant and equipment 1,942 694 (1,247) 10,402
Loss on impairment of property, plant
and equipment 748 - (748) 2,712
Introduction costs for vending machines
with adult identification functions - 292 292 5,746
Other 342 145 197) 3,690
INCOME BEFORE INCOME TAXES AND
MINORITY INTERESTS 126,347 101,187 (25,159) 337,195
INCOME TAXES-CURRENT 48,275 34,836 (13,439) 84,480
INCOME TAXES-DEFERRED - - - 36,923
MINORITY INTERESTS 1,823 1,720 (103) 5,018
NET INCOME 76,248 64,630 {11,617) 210,772




CONSOLIDATED STATEMENTS OF CASH FLOWS

Japan Tobacco Inc. and Consolidated Subsidiaries

For the three months that ended June 30, 2006 and 2007 and for the year that ended March 31, 2007

Millions of yen
For the three months For the year
ended Change ended
June 30,2006  June 30,2007 March 31,2007
JPY JPY JPY JPY
OPERATING ACTIVITIES:
[ncome before income taxes and minority interests 126,347 101,187 (25,159) 337,195
Depreciation and amortization 31,176 32,874 1,697 130,105
Impairment loss 748 - (748) 2,712
Net gain on sale and disposal of property, plant and equipment {24,051) (8,983) 15,067 (39,284)
Amortization of goodwill 889 388 (500} 2,537
Decrease in liabilities for retirement benefits (8,067) (912) 7,154 (21,163)
Interest income and dividend income {2,715) (6,623) (3,907) (12,103)
Interest expense 1,362 2,583 1,220 6,939
Increase in trade notes and accounts receivable (38,761) (17,077) 21,683 (9,476)
(Increase) decrease in inventories (9,005) 12,931 21,936 (6,171)
Increase (decrease) in trade notes and accounts payable 37,850 512 (37,377) (12,877)
Decrease in other payable (14,608) (29,973) (15,365) (22,087)
Increase in tobacco excise laxes payable 85,490 22,747 (62,742} 160,020
Other-net (55.062) (47,635) 7,426 (28,731)
Sub-total 131,632 62,018 (69,614) 487,566
Interest and dividend received 2,747 6,679 3,931 12,071
Interest paid {1,763} (2,902) (1,138) (6,493)
Income taxes paid (21,432) {54,228) (26,795) (57,185)
Net cash provided by operating activities 105,184 11,566 (93,617 435,958
INVESTING ACTIVITIES:
Purchases of marketable securities (15,525) (275) 15,250 {330,715}
Proceeds from sale and redemption of marketable securities 29,791 3,696 (26,094} 386,189
Purchases of property, plant and equipment (24,591) (25,441) (849) (96,717)
Proceeds from sale of property, plant and equipment 28,717 12,186 (16,530} 57,093
Purchases of intangible assets (3,523) (2,101) 1,421 (7,927)
Purchases of investment securities 5 (3,203) (3,198) (158,385)
Purchase of shares of unconsolidated subsidiaries
and underwriting of capital increase . (1,682,930) (1,682,930 .
Increase (decrease) in shori-term loan receivable (10) (11,436) (11,425) 262
(ther-net 1,089 2,337 1,247 508
Net cash provided by (used in) investing activities 15,941 (1,707,167) (1,723,109) (149,692)
FINANCING ACTIVITIES:
Net increage in short-term bank loans 7,200 583,135 575,934 18,571
Proceeds from long-term borrowings - 165,799 165,799 -
Dividends paid (17.244) (21,076) (3.832) (34,488)
Dividends paid to minority sharcholders (293) (322) 29 (1,474)
Other-net (214) (187) 27 (15,243)
Net cash provided by (used in) financing activities (10,550) 727,348 737,900 (32,634)
EFFECT OF EXCHANGE RATE CHANGES ON CASH
AND CASH EQUIVALENTS (107) 35318 35,426 5,749
NET INCREASE IN CASH AND CASH EQUIVALENTS 110,467 (932,932) (1,043,400} 159,380
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 920,141 1,179,522 259,380 920,141
CASH AND CASH EQUIVALENTS, END OF PERIOD 1,030,609 246,589 (784,020) 1,179,522




SEGMENT INFORMATION

INDUSTRY SEGMENT

(For the three months that ended June 30, 2006) ___ Millions of yen
Domestic | Intemational Pharmaceuticals] Foods Others Total Elimination/ Consolidated
Tobacco Tobacco Corporate

Sales

(1) Sales to customers 985,276 217,566 11,799 70,283 4,660 1,289,585 - 1,289,585

(2) Intersegment sales 11,703 5,439 - 41 5,727 22911 (22.911) -

Tolal 996,579 223,005 11,799 70,325 10,387 1,312,497 (22,911) 1,289,585

Opcrating expenses 915,411 204,478 13,816 68,413 8,447 1,210,567 (23,052) 1,187,514

Operating income (loss) 81,567 18,527 (2,016} 1,911 1,940 101,930 140 102,071

{For the three months that ended June 30, 2007) _ Millions of yen
Domestic | International jp, o oicatd  Foods Others Towl | Chmination/ . olidated
Tobacco Tobacco Corporate

Sales

(1} Sales to customers 856,781 272,536 11,229 73,930 5,306 1,219,784 - 1,219,784

(2} Intersegment sales 12,412 7,295 - 35 6,407 26,149 (26,149} -

Total 869,193 279,831 11,229 73,965 11,713 1,245,933 {26,149) 1,219,784

Operating expenses 806,778 250,363 14,150 72,566 8,539 1,152,399 (25,953) 1,126,446

Operating income (loss) 62,415 29,467 (2,921) 1,398 3,173 93,534 (196) 93,3317

(For the year that ended March 31, 2007) Millions of ven
Domestic | International Pharmaceuticald] Foods Others Total Elimination/ Consolidated
Tobacco Tobacco Corporate

Sales

(1) Sales to customers 3,416,273 999,658 45,452 286,554 21,448 4,769,387 - 4,769,387

(2) Intersegment sales 45,005 26,354 - 109 25,876 97,346 (97,346) -

Total 3,461,278 1,026,013 45,452 286,663 47,325] 4,866,733 (97,346)] 4,769,387

Operaling expenses 3,215,891 944 928 56,659 279,958 37,993] 4,535,430 (98,034)] 4,437,396

Operating income (loss) 245,387 81,085 (11,208) 6,704 9,331 331,302 688 331,991

NOTE:

1. Operations by industry segment are categorized based on types of products, characteristics and markets.

2. Main products or services under each category are as follows:
1) Domestic Tobacco

2) International Tobacco

1) Pharmaceuticals
4) Foods
5) Others

Tobacco products*

*These include tobacco products sold at duty-free shops in Japan, as well as at markets in China,
Hong Kong and Macao, which are covered by the China Division.

Tobacco products
Prescription drugs
Beverages and processed foods

Rent of real estate, leasing, engineering and others

3.The following table shows depreciation and amortization and goodwill amortization amounts by industry segment which are included
in operating expenses for the three months that ended June 30, 2006 and 2007 and for the year that ended March 31, 2007.

Depreciation and amortization (Property, plant and equipment / Intangible assets other than goodwill / Long-term

prepaid expenses) Millions of yen
Domestic  { International Pharmaceuticals] Foods Others Total Elimination/ Consolidated
Tobacco Tobacco Corporale

For the three months

ended June 30, 2006 19,191 7,448 722 1,005 2,975 31,343 (167) 37

For the three months

ended Jun 104 74

d e 30 jodm 19,944 8,444 767 999 2,948 33, (230} 28

For the year ende

|March 31, 2007 79,964 31,583 3,009 3,893 12,254 130,705 (600) 130,105

Goodwill smortization Millions of yen

. Domestic [ Intemational [py aconicat] — Foods Others | Consolidated

Tobacco Tobacco

For the three months

ended June 30, 2006 a2 ' 617 ) 889

For the three months

ended June 30, 2007 2 ) He ) +88

For the year cnded

|March 31, 2007 1,117 - 1,419 2,537




4.The domestic tobacco segment includes the sales by TS Network Co., Ltd., JT's subsidiary. TS Network Co., Ltd. distributes
the tobacco products and conducts wholesale etc. of imported tobacco products.
The following table shows net sales of imported tobacco products via TS Network Co., Ltd. for the three months that ended

June 30, 2006 and 2007 and for the year that ended March 31, 2007,

Millions of yen
For the three months ended June 30, 2006 345,851
For the three months ended June 30, 2007 303,785
For the year ended March 31, 2007 1,216,248

5. With respect to international tobacco business, the results for the period from January 2007 to March 2007 are reported
as the results for the three months that ended June 30, 2007. International consolidated subsidiaries, with the core operation
by JT International S.A., set the settlement date of December 31 for the fiscal year.
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Caution concerning forward-looking statements

Forward-Looking and Cautionary Statements

This presentation contains forward-looking statements about our industry, business, plans and
objectives, financial conditions and results of operations based on current expectations,
assumptions, estimates and projections. These statements discuss future expectations, identify
strategies, discuss market trends, contain projections of operational results and financial
condition and state other forward-tooking information.

These forward-looking statements are subject to various known and unknown risks,
uncertainties and other factors that could cause our actual results to differ from thase suggested
by any forward-looking statement. We assume no duty or obligation to update any forward-
looking statement or to advise of any change in the assumptions and factors on which they are
based. Risks, uncertainties or other factors that could cause actual results to differ materially
from those expressed in any forward-looking statement include, without limitation:

(1} health concerns retating to the use of tobacco progucts;

{2} legal or regulatory developments and changes; inctuding, without limitation, tax increases and restrictions
on the sale, marketing and usage of tobaceo products, gevernmental investigations and privately impesed
smoking restrictions;

{3} litigation In Japan and elsewhere;

{4} our abilty to further diversify cur business beyand the tabacco Industry;

{5) our ability to successfully expand internationally and make investrnents outside of Japan;

{6) competition and changing consumer preferences;

{?) the impact of any acquisitions or simnliar transactlons;

(8) iocal and global economic conditions; and

(9) fluctuations in foreign exchange rates and the costs of raw materfals.
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Realignment of Global Tobacco Companies
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Maximizing Synergies

» Integration Plan

o New Exem'twe Commltteé'members annoﬁnged on c!osmg day
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+ Annual cost sawng .synergies” over USD 300 milliori® by 2019
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» Synergies

« Additional top-line synergles of at Ieast USD 100 millien’ by 2010 with
opportunities for greater synergies exceeding the level of cost-savmg in
the future - v

Fl -

Ll

7 A1

New JTI’'s Roles & Focus

New JTI is, and will continue to be




Toward Sustainable Growth

# EBITDA growth* of JT1 *EBITDA: Defore royalty payment 1o JT, excluding Japan
[USD MM} **Forecasts for 2006(Rel.) and 2007; USGAAP/IFRS pro-forma basis
3,000 === 2007Forecasts: like-for-lika baxis with hypothetical full year Gaaher ontributlon
2,640

2,500 2,455

2,000

1,500

£,000

500 1.0%0
{Farex for 2006: USD/GBP = 1,84)
o s

2006 2006 2007e***
{Rel.}"*

Quickly integrate Gallaher and exceed 10% CAGR EBITDA growth

= Full-term Forecasts for FY 3/2008 will reflect significant increase in both

sales and profits.
9 J
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Consolidated Financial Results for Q1 FY 3/2008 4




Results for Q1 FY 3/2008 ' )

x Summary of Performance
+ Progress towards the achievement of the mid-term management plan
*JT2008", despite sales and profit decline mainly due to tast-minute demand

in the previous year. . -
{Unit: JPY billion)

Q1 Q1

FY 3/2007 Fy 32008 | Chanee
-69.8
Sales incl. Taxes 1,289.5 1,219.7 (-5.4%)
Sales excl. Taxes 544.5 526.2 -18.2
{-3.3%)
EBITDA 134.1 126.6 7.5
{-5.6%:
Operating Income 102.¢ 93.3 8.7
{-8.6%
Recurring Profit 103.5 92.4 -11.0
(-10.6%)
Net Income 76.2 64.6 -11.6
(-15.2%)

. Jv

Results for Q1 FY 3/2008 J
z Domestic Tobacco Business = Market Share of JT Products *
Both sales and profits declined mainly due X New Basis =IT original products + JTT products for the Japan markel

i i f (Camel, Wi "y "
to last-minute demand in the previous year. " n3ton, Sainm, et
67

{Unit: JPY blllien)

&6

Q1 Q1
Fr 372007 | Fv yzoos | Chenee o
-53.1
Sales excl. Taxes 338.7 285.5 t15. 7o) &
EBITDA 101.0 82.6 -18.3 ] o
(B2 oo
-19.1
Qperating Income 81.5 62.4 casw) 32.9

3.6

Qu Q2 QY Q1 ‘ Ql
FY 12007 F¥ 32008

(Unit: billion cigarettes) 3

-11.3
54,0 | 42.7 (2Lom)

Sales Votume
of IT Products

Q1 Q2 Q¥ Q4
Pt 32606

. J




Results for Q1 FY 3/2008

® International Tobacco Business

EBITDA grew 41.0% as top-line growth accelerated.

{Unitz JPY billion}

333 Q1
Fr 372007 | Py 32008 | CPRMOR

31.1

Sales excl. Taxes 119.0 150.2 (+26.2%

£BITDA 25.9 37.9 119
{+45.9%)

- 10.9
Operating Income 18.5 294 {+59.0%)

| Exchange Rate I l ] |
{JPY/USD) 116.98 119.45 2.47

{Referenca} Before royalty payment to )T (Unit: USC millian)
I EBITDA I 249 151 l 102
(+41.0%)

Note! Results of Infernational tobacco business are for Jan.- Mar.2007.

9
58
57
56
S5

51
52
5
50
A9

(Unlt: BNUY
Total sales volume of

international tobacco business

52.7
+10.8%
5.1
1q Fr3/2007 1Q Fy3/2008

13
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Results for Q1 FY 3/2008

= Pharmaceutical Business
Decrease In profits mainly due to non recurring income generated In previous year, coupled with

a rise in R&D expenses.

Clinical development (as of August 9,2007}

{Unit: JPY billion) -
Code Indication Stage
Q1 a1 Change Japan:Phasel
FY 3/2007 FY 3/2008 ITT-705{ora!} |oysipidemla
Sales 11.7 11.2 (_4?2;:) ITT-130{orall |Hyperlipkiemia 3'\.’:&::;';;::“:
EBITDA -1.2 -2.1 038 ITK-303c0m0 v lapan:Prasel
o[‘:mec?rtr::g 2.0 29 -0.9 JTT-302(oral}  |Oyslipidennla o uas phase2

Starting gverseas clinical test of
Obesity treatment, JTT-553

Starting clinical test of Diabetes mellitus
treatment, JTF-651

Japan:Phase2

JTT-305{oral} |Osteoporosis Qverseas;Phasel

ITT-532(cral)  |Hyperuricemia Japan:Phasel

JTT-553{cral} |Obesity Overseas:Phasel

TTT-651(oral Type 2 diabetes |Japan:Phase]

14

o




Results for Q1 FY 3/2008

n Foods Business

Despite sales growth through scale expansion within the beverage and processed foods
businesses, profits decline due to increasing costs.

{Unit: JPY billion}

Ql Q1
Fv 3/2007 | Fy3/2008 | ©hanee
3.6 .
Sales 70.2 73.9
(+5.2%) “&*——
-1.0 Roaots
EBITDA 35 2.5 - »
(-28.9%) ARDMA BLACK BOTTLE
QOperating -0.5 .
Income ' 2] cs.%) T ey
M . h,
‘ ' g
4 -
"Obento Daininki” Series
*Minl HarumakI*
15
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Full-term Forecasts for FY 3/2008
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Full-term Forecasts for FY 3/2008 J

x International Tobacco Business

{The financial contribution of Gallaher is approximately 8.5 months of the full year.} (Unlt: JPY billlen)
Change fram

A A e o
ActuallA) | forecastig) | Foreaast(c) Teony | Actual f€-A)
1,520.0 1,650.3
Sales Incl. Taxes 999.6 1,130.0 2,650.0 (+134.5%)]  (+165.1%)
125.0 139.3
EBITDA 112.6 127.0 252.0 (+98.4%)]  (+123.7%)
107.0 121.9
Qperaitng Income 81.0 96.0 203.0 (+111.5%)  (4150.4%)
{Reference) Before royalty payment to IT {Unit: USD million)
1,000 1,160
EBITDA I 1,090 1,250 | 2250 | LOOT L oo

[Major Assumptions}
122.0 135.9
Tota! Sales Volume (BNLY) 2401 258.0 380.0 (+47.3%) [+56.3%)
- 55.2
[GFB Sales Volume {BNU) 146.8 - 202.0 . (+32.6%)
Exchange Rate (JPY/AUSD) 116.38 115.00 120.00 5.00 3.62

Notel:intisf figures of INtemational Lobaceo busivess are [ ITT Forwcasts For ban.-Dax, 1007, revised forac pat inchides approx. 8.5 months of the -Gallaher usines
Note2:This forecast doas not mflect the Fnpadt of amortization of trademacs end othirs, relied (0 tha acquisiion of Galisher,

Thuy forecast will be revise once (he purchase- price-siiocation 15 Anskiad.
Norad.GFB of FY 3/2007: Winston, Comad, Mdd Seven

GFB of ¥ Y2008 Winxton, Camel, Mild Saven, B&H, Sitk Cut, LD, Sabrenis, (lamour
17 l l

Goodwill and Trademarks accompanied by Gallaher Acquisition J

= Basics /_ Including Trademarks
gng QINErs
+ Amortlzation of Goodwill:

Integration cast
Beginning from FY 3/2009, assuming for 20 years

En addition, amortization of goodwlll due to RIRI acquisition will resume from FY 3/2009.

+ Goodwill
= Acquisition Price - ([Tangible Asset]+[Intangible Asset] - [Debt
{approx. GBP 7.5billion) TAssessing fair value)

¢ Amortization of Trademarks and others:
Beginning from FY 3/2008, amortization period is under review

Fair value of Gallaher-specific brands and others, together with amortization period,
will be assessed by financial announcement for Q2 FY 3/2008.

x Reflection on Consolidated B/S
Preliminary value of goodwill will be disclosed as part of the financial announcement for
Q2 FY 3/2008.
(B/S of international tobacco business will be consulidated as of end June)

x Consolidated dividend payout ratio
Payout ratio will be based on net Income before goodwill amortization due to Gallaher and RJRI

acquisition,
18 ' l




Refinancing progress (As of July end, 2007)

AcquISition Price (Excluding Gallaher debt) §

approx. GBP 7.5 billion (spprox. 1pv 1.72 tritiom)

!

Bridge Loan
{Syndication)
GBP 1.9 billion
Fuily repald in June

Bridge Loan
(Mizubo Bark)

JPY 450 bitlion

Qutstanding as of July 31:
JPY 150 billion

]

Cash

approx.
JPY 820 billion

!

!

|

Loan from
Banks & Cash

{Overseas)

GBP 1.9 billlon
equivalent

Straight Bond
{Issued in July)
JPY 150 billion
Used to repay bridge
lpan

Loan from
Japanese Financial

Institutions
JPY 150 billion (Projected)
Banks & Insurance companies

Cash (in 1apan)
JPY 150 biilion

Used to repay bridge
loan in May/luty

19

o

Full-term Forecasts for FY 3/2008

n Consolidated Financial Forecast

Both sales and profits are expected to increase dramatically as a result
of revisions to international tobacco business forecast.

{Unit: JPY billion}

FY 3/2008 | FY 3/2008 | Change from |Change from

F:cfﬁf :ﬁg; Inltial Revised Initiad FY 32007

Forecast{B) | Forecast(C) | Forecast{C-B) | Actual{C-A)
Sales inct. Taxes |  4,7693)  4.8900| 64100 (1'3512?;2) (1'35:2;;
125.0 109.3
EBITDA 464.6 449.0 574.0 rrod (4230w
Operating Income 331.% 3120 419.0 (+;f§£) (+2:z£)
Recurring Profit 312.0 282.0 382.0 (+;22£) (+2§3£;
Net Income 210.7 186.0 256.0 (+3:2£) (+2:§;J_

Note ! Indial Ngures of internatioess LoBICeD tusiness are £ T forecats for Jan -Cec. 2007, revited forscast inchudes approx. § 5 months of the (Galisher drsrass.
Notel; This forecast doas not reflect the ingact of amortization of Lrademanks and otfvery, releted {0 Live AusIGN of GUiaher.
PAThme-prce

This foracast will be rewrand oree the

- aiocaion ts finabired.

20
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JT International & Gallaher Integration Plan /

Leveraging opportunities for top-line growth

z~-+ [Greater Scale]

.,
Stronger poskion as the e N, e
. P World' s 3™ largest tobacco ra erbes e TS
Pl - " company ~
= L
LY N Top-line growth ST
e i \; opportunities /, M.
T Operating efficencies R
Y N ]
. T
‘Capabilities] ™, [Complementary
i Greater expertise In Virginia ] Geographles] X
’ blend technolagy A more balanced International ,
business . .
Other tobacco product {OTP) 13 '
Y technology A A competitive, balanced
E: ; lio markets and - b
. :,Enhar\oed retail presenou portfol pmmmts 2 fy .

- J

11



New JTI's Roles & Focus

New JTI is, and will continue to be

Th . <<Basic Strgtegy of- New JT1>> E e
. Buildlng and nurtunng outsta_udmg brands &
. Enhancmg productlwg ‘/ ’ R /;;.-, o
g i
. Develogmgygeogl asa corn'e/r stone of our succéss
. Behaw_ng responsmly alsza corporation P ;:," ;:'

g
» Drivifig continuous improvement in everything we do

; 4

New Global Flagship Brand Portfolio

Y

:',‘__I '_- ] 5 . '-..LL o B '.
" .Strongholcin.“‘:’- > EXSSA SiLK J . LD
MILD SEVEN e J CUT [io

= Future Potential
"' .
. -

Represents approximately 50% of total sales volume in 2006

» T

12




Broadening the Base for Growth

% SOM in the major markets of new JTI (2006)

= Irsland g s
"7 Razakhite 156 L)
< Austria [ T # 1
Y7 canary upn'd"f\_ ) —— gy -
Russia " o ok e
Malai-;;; v Sweden [T a7 LT
Ukralne ] T"“‘“Ml
;7 TRUEsia —— e
Spain L Lo T34
4 Ukuinu\ T 2Rt v B

Canada [, £ " e CE

ety s Spaln ’ ,5‘;
Turkey - ~Malaysia .

France - Ttl'\'_-' .

Korea France [ooeeat¥ord R

(tran) . . Gresce, T - o

0 5 10 15 20 25 30°35 40(%) Canads [CVTEI] - U‘L_f_-fs_allaher&
i Turkey m N :
‘thi - Banatux m
- {Iran) | N/A #1

Source: AC Nigisen, JT © 5 10 15 20 25 30 35 4G 45 50 55{%)

2%

Broadening the Base for Growth

-l

# Number of markets exceeding USD 50 million EBITA

P

- 16 markets

3 markets ﬁ

2000 ‘*‘,. " 2006 2007e

2 v
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Synergies

# Annual cost saving synergies over USD 300 million by 2010

o HQinteoealign® T T g m e
R s PJocuremeht’*and manufécturlng,ﬁwtprmt optlmlzatlon Tl
_.‘ g ¢ R L
B N Qales and dlstnbutlon eFﬂaency ¥ ot Y
) 3 -, ._.i !'-«“\t a - n;- Wt

| Annual top-line synergles at Ieast USD 100 mlllion by 2010,
with opportunlties for greater synergies exceedmg the level
‘of cost-saving In the future ) '\L, S

+ A more competltiv'e and baranced brand portfolio

¢,-

+ Broadened geographic hase .
¢ Increased scale- in markets where presence dupllcated v\— x
V., k -

s Jv

Forecast

n 2007 Forecast
P {billion cigarettes)

2006 2007 Change

volume 240.1 380.0 139.9 58.3%
~ - |___|GFB Volume 146.8 202.0 55.2 37.6%-
T T Fennd e T S (SO million) ,. %
¥ INet Sales before tax 8,590 22,100 13,510 157.3% |«

Net Sales after tax 4,729 9,000 4,271 30.3%

EBITDA* 1,090 2,250 1,160 106.4%

Notal: This forecast includes approx. 8.5 months of the f-Gallaher business,
Nate2: This forecast will be revised as a result of purchace-price-alkocation,
Noted: GFB in 2006: Winston, Camel, and Mild Seven
GFB in 2007: Winston, Camel, Mild Seven, B&H, Silk Cut, LD, Sobranle, and Glamuur

= JTI will exceed 10% CAGR EBITDA* growth over the next
three years (2008-2010) , .

e ! . 3

Referenca: - ‘ e
2007 Forecast, like-for-llke basls with hypothetlcal full year Gallaher contributlon
Total Volume : 4250 blllion cigarettes EBITDA* in 2007 : USD 2,640 million**

* EBIYDA: EBITDA before royalty payment to 3T «* USGAAP/IFRS pro-forma basis

. v

14



[Reference Material] B A ST
Analysis of Consolidated Fmancml Results

e o

NEEpe v

for Q1 FY.3/2008 and Full-term Forecast for FY 3/2008

T ans A

W gy

ee a4 i

Mo are e

IPOTTTI Y

[P,

PP P P R PP PR
P P T B LI TR TS
B T Y
e e 41 -

Caution concerning forward-looking statements

Forward-Looking and Cautionary Statements

This presentation contains forward-looking statements about our industry, business, plans and
objectives, financial conditions and results of operations based on current expectations,
assumptions, estimates and projections. These statements discuss future expectations, identify
strategies, discuss market trends, contain projections of operationat results and financial
condition and state other forward-loaking information.

These forward-looking statements are subject to various known and unknown risks,
uncertainties and other factors that could cause our actual results to differ from those suggested
by any forward-looking statement. We assurne no duty or obligatien to update any forward-
looking statement or to advise of any change in the assumptions and factors on which they are
hased. Risks, uncertainties or other factors that could cause actual results to differ materially
from those expressed in any forward-looking statement Include, without limitation:

{1} health concerns retating to the use of tobacco products;

{2) fegal or regulatory developments and changes; Including, without limitation, tax Increases and restrictions
on the sale, marketing and usage of tobacco preducts, govemnmental investigations and privately imposed
smoking restrictions;

{3) litigation in }apan and elsewhere;

{4) our abllity to further diversify our business beyond the tobacco industry;

{5) oaur ability to successfully expand internationally and make tnvestments sutside of Japan;
(6) competitlon and changing consumer preferences;

(7) the impact of any acquisitions or similar transactions;

{B) local and global economic conditians; and

(9) fluctuations in foreign exchange rates and the costs of raw materials,

an v
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Results for Q1 FY 3/2008

a Domestic Tobacco Business — Net sales exdl, tobacco excise tax*
*Excluding imported tobacco

1

Q1 FY 3/2007

Vohsme effect -43.7

Lnit price effect +8.?‘ .

ok At

Others ] +1.8

Q1 Fy 32008 | AB2,5 L o

T T T 1
150 160 170 180 190 200 210 220
(JPY BN)

. A1

Results for Q1 FY 3/2008

n Domestic Tobacco Business - EBITDA

Q1 Fy 3/2007

Volume effect

Unit price effect

Cost increase -1.5 [I
Leaf tobacco reappraisal D +3.8
galn/loss
Others +4.2
QuFvaso08 |, oo BR6 . e J
4] 20 4 [:1] 14 100 120

(JPY BN}

- v
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Results for Q1 FY 3/2008

# International Tobacco Business ~ Net sales oxcl. tobacco excise tax

Q1 FY3/2007

Volume effect +72

Unit price and product
mix effect

Forex imparct US$ and each local currency

/“ Forex impact between

QUFYH2008 | o oo 1,258 u.---."unMJ‘ e

900 950 1,000 1,050 1,100 1,150 1,200 1,250 1,300
(US$ MM)

{Reference) Industry segment information basis
International Tobacco Business - Net sales excluding tobacco excise tax:
From JPY 119.0 bn to JPY 150.2 bn {up JPY 31.1 bn)

» Jv

Results for Q1 FY 3/2008

= International Tobacco Business - EBITDA (before royaky payment to IT)

Q1 FY3/2007 - 24%"“ . I

Volume effect +23

Unit price and [ + I
Product mix effect e - oM iy ieimdit,

/“ Forex impact between

Forex impact US$ and each local currency +13
Q1 FY3/2008 | .
200 250 300 350 400

{US$ MM)
{Reference) Industry segment information basis
International Tobacco Business ~ EBITDA: From JPY 25.9 bn to JPY 37.9 bn (up JFY 11.9 bn)

- )

17



Results for Q1 FY 3/2008

a Pharmaceutical Business — Net sales

1

Q1 FY3/2007 R A ]

Toril Pharmaceutical

Co.Ltd {non- +0.1
consolidated)
Royalty income, etc. l -0.6 I
a1 Fryra00s
11‘.0 11I.2 11‘.4 :lll.6 11.8 12,0
(JPY BN}
a5 l l
Results for Q1 FY 3/2008
u Pharmaceutical Business - EBITDA
7 1
Q1 FY 3/2007 L e -1.2 .
RD expenses -0.3

{non-consolidated)

Operating Income of
Torii Pharraceutical Co. Ltd -0.0|
(non-consolldated)

Q1 FY 3/2008

-2.5 -2.0 -1.5 -1.0

6

0.0
(JPY BN)

o




Results for Q1 FY 3/2008

# Foods Business — Net Sales

Q1 FY 3/2007 02 J
Beverages(VM sales) ] +1.6
Beverages{general sales) 1
Frozen processed I’oods- D +0.2
Bakery | |+00
Chilled processed foods- [_ +2.4 l
Seasonings- -0.2 I:l
Omers- D+0-2
QuFY 372008 [, , , 739 , ]
68 6I9 7I[J 7I1 7‘2 7;! 7:1
(PY BN)

37

¥

Results for Q1 FY 3/2008

» Foods Business — Operating income

.
QUFY 3/2007 [ooppne oo 18 e

Marginal profit of i
Beverage business

Fixed cost of

Beverage business

Marginal profit of

Processed foods business

Fixed cost of

Processed foods business

Overhead costs

Q1 FY 3/2008

1

2.0

(JPN BN)

38

Jv

19



Results for Q1 FY 3/2008

x Recurring profit

# Net income

1
1Qfy y2007 ) , , 103.5 i I 1Q F¥ 372007
Operatng .87 Recurring
Incoma - profit
torepemirg =3 oy
income/loss Income taa, gir.
1Q FY 12008 92,4 I : 1QFY 32008 |,
T T Y 1
85 90 95 100 105 55
(JPY bn}
Positive factors:

-Increase of interest income (2.1bn}

-Increase of dividend income {1.7bn) atc,
Negatlve factors:

-Increase of (nterest payment (1.2bn)

-Decrease of profit on foreign exchange (1.4bn)
-Increase of loss on foreign exchange (3,1bn) etc.

Positive factors:

-Decrease of Impairment lass (0.7bn)
-Decrease of income tax and others {13 4bn), etc,
Negative factors:

A {0.2bn) etz.

-Decrease of loss on disposal of property, plant and equipment (1.2bn)

-Decrease of gain ¢n sale of property, plant and equipment {16.2bn)
-Increase of introduction costs 1or vending machines with adutt identification

a9

Jv

[This slide intentionally left blank]

40
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Summary of Consolidated B/S as of Jun. 30, 2007

Compared to B/S as of Mar, 31, 2007 in f

& ASSETS {Main factar}

LIPY ba} Current Assets — down JPY 910.5 bn

4500 F------------vee- : + Cash and cash equivalents*: down JPY 937.6 bn
*Cash and cash equivalents = cash and deposits + marketabla

4000 f=~--mmmm - m - - — - - securities + securities purchased under repurchase agreements

3,300 + Operating receivables*: up JPY 17.1 bn
*QOperating recsivables = Trade notes and accounts receivable

3,000 |- - -

2,500 ==~ Fixed Assets - up JPY 1,759.4 bn

2,000 | --- + Increased by capital expenditure: JPY 26.4 bn

1,500 ==~k & + Decreased by depreciation and amortization*:

] i JPY 33.2bn

1,000 - -~ *Depreciation and amorization =depredation of tangible fixed assets

+ amaortization of intangibie fixed assets, long-term prepaid
500 - == - ! 3 oxpenses and goodwil
¢

+ Investment securities (change of expense item):
as of Mar. g.czoov . A;I oftlun. 30, 2007 down JPY 154.5 bn
urrent Assets + Investment in unconsolidated s_ubsidiaries and
O Fi assoclated companies (acquisition of Gallaher):
Fixed Assets up JPY 1,925.2 bn

; Iy

Summary of Consclidated B/S as of Jun. 30, 2007

2 LIABILITIES Compared to B/S as of Mar, 31, 2007 (Main factor)

(IPY bn)
Rl I ® Total Liabilities — up JPY 716.8 bn

4000 fommmmm e - ¢ Interest-bearing debt=: up IPY 763.7 bn
! * Interest-bearing debts short-term bank loans + bonds +
long-term bank lbars

3,500
3,000 + Tobacco excise taxes payable*:
up JPY 22.5 bn
2,500 * Tobacco excise taxes payable= national tobacco exase taxes
payable + national special tobatcn exclse taxes payabie + foal
wbacco excise taxes payable
2,000
1,500
R Total Net Assets - up JPY 132.0 bn
1,000 ¢ Retained earnings: up JPY 43.5 bn
500 ¢ Foreign currency transiation adjustments:
up JPY 99.7 bn
[}
as of Mar. 31, 2007 a3 of Jun. 30,2007 + Ratlo of equity capital: 58.3% — 49.6%

0O Total Liabilkles
O Total Net Assets

- Jv
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Forecast for FY 3/2008 compared to results of the previous fiscal year

a Domestic Tobacco Business — Net sales incl. tobacco excise tax

{IPY bn)
4000 F-----c----emmm————- -
Positive factors
3,500 [ - - [Positive factars]
-Increase in imperted tobacco (JPY 12.7 bn)
3,000 F-- -Increase in unit price of JT products by tax hike
(Apr.-Jun.)
2,500 -~
2,000 F--
1,500 +--
[Negative factors)
1,000 - - -Decrease In JT sales volume y
(174.9 bn units — 168.0 bn units, dewn 6.9 bn units] ;
500 - -
[}

Fy 3/2007 FY 3/2008 Forecast
(Notes): Onr the contolidated basis, net sales of domestic tobacop business includes Imported tobacco sales, which ane handled by

There Is no revision of forecast for this term.

TS Network, a subsidlary of IT.
43 ' '

Forecast for FY 3/2008 compared to results of the previous fiscal year

s Domestic tobacco business - EBITDA / Operating income

{Positive factors)
<Increase In unit price (approx. JPY 11.0 bn)

[Negative factors] E]
-Decrease In JT sales volume (6.9 bn cigarettes, b
spprox. JPY 21.0 bn)

-Increase of costs and others (approx. JPY 11.0 bn}
-Leaf tobacce reappraisal gain / foss*: 5.4 bn o
[gain of JFY 3.5 bn — galn of JPY 4.1 bn] E:

*The reappralsal method is ceased In FY 3/2007 and the
reappraisal loss at the end of FY 372007 will be reversed 1
by 3-year straight line from FY 3/2008. The lower-of- .
cost-or-market method will be applied from FY 3/2008, ?

FY 372007 FY 372008 Forecast

@ EBITDA OQperating income
{Note): There is no revision for lorecast of FY 3/2008.

> 7




Forecast for FY 3 /2008 compared to results of the previous fiscal year J

u International Tobacco Business — Net sales incl. tobacco excise tax

(3P bn)
3,000
2,500 [Poskive factors] ]
-Censolidation of Gallaher ‘
K
2.000 -Balanced top-line growth In mature and emerging |
markets
1,500
1,000
(Reference)
JPYFUS$ foreign exchange rate:
S00 From US$1=)PY 116.38 to US$1w=JIPY 120.00 {down JPY 3.62)
0

FY3/2007 FY3/2008 Forecast

Note: This revised forecast includes approx. 8.5 moaths of the f-Gallaher business.

- A1)

Forecast for FY 3/2008 compared to results of the previous fiscal year

» International Tobacco Business - EBITDA before royalty payment to JT

(IPY ba)
PO f-————mmmm - mm—— s - ==
270.0
e . [Positive factors]
-Consolldation of Gallaher
00 F----—-——-—-—-—-—-~- ———— -Balanced top-line growth in mature and emerging
markets
180 f-=m-==-=—=----— ----
126.8
(Reference) Industry segment information basis
100 F-- [ - - - - - - — - —- EBITDA: From JPY 112.6 bn to JPY 252.0 bn (up JPY 139.3 bn)
Operating Income:
From JPY 81.0 bn to IPY 203.0 bn {up JPY 121.% bn)
5o F---FE - - - - ---- ’
JPY/USS foreign exchange rate:
0 " ,  From US$1e]PY 116.38 to US$1=JPY 120,00 (down JPY 3.62}
FY3/2007 F¥3/2008 Forecast

Notw!: This revised forecast inciudes approx. 8 5 months of the I Gadaher Busitess.

NOHE2: THE FEORCHR QORS Nl FRMBCT S STDACE OF STietization of tradamacts and othars, reiatad 1o the scquiskion of Galaher.
Thes fonbcas! wil be revised, once the purchade orice- diocation is Analized

. iy




Forecast for FY 3/2008 compared to results of the previous fiscal year

)

# Pharmaceutical Business - Net sales

{9PY br)
B0 - -------eeeem o ——— -
[Positive factors)
60 f--mmmm e e -Increase In net sales of Trii Pharmaceutical Co, Ltd.

45.4 [IFY 39.5 bn — JPY 40,3 bn {up JPY 0.7 bn}]

[Negative factors)

-FY 3/2007: One-time revenue from licensing-aut
of a new compound to GlaxoSmithKline Inc, and
a new drug antibody candidate te Medimmune
Inc.

-Decrease In Viracept royalty

FY 312007 Fr 3/2008 Forecast

(Note): There is no revision for lorecast of FY 372008,

4, J7

Forecast for FY 3/2008 compared to results of the previous fiscal year

» Pharmaceutical Business - EBITDA / Operating income

(JPY b}
0.0

- - [Poskive factors]

-Increase in aperating Income of Tril Pharmaceutical
-- Co, Lid.

[IPY 5.3 bn — IPY 5.6 bn (up JPY 0.2 bn))

-2.0

I [Nepative factors)]

-FY 3/2007: Qne-time revenue from licensing-out
——————— -- of a new compound to GtaxoSmithKline Ing. and
1 a new drug antibody candidate t0 MedImmune

PRV I [ S .\ - Inc.

-Decrease in Viracept royalty
-Increase In R&D expenses

-10.0

-12.0

160 Lo e e SRTR oo
FY 3/2007 FY 3/2008 Forecast

BEBITDA D Cperating income

(Note): There &5 no ravision for forecast of FY 3/2008.

. w
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Forecast for FY 3/2008 compared to results of the previous fiscal year

)

% Foods Business — Net sales

(IPY bn)

L I e i
[Positive factors)

il Al -Steady expansion of vending machine sales
channels centering on Beverage business

m0 -
-Developing and launching new products by
tharaughly pursulng differentiation In frozen

00 F-~- pracessed foeds business
-Expansion in bakery business

150 f - - -

100 | - -~

50 F---

FY 3/2007 FY 3/2008 Forecast

(Note): There is no revision for forecast of FY 3/2008.

; o

Forecast for FY 3/2008 compared to results of the previous fiscal year

» Foods Business - EBITDA / Operating income

[Pasitive factors]
-Increase In marginal profits by top-line growth
-Decrease in amortizaticn of goodwill

FY 3/2007 FY 3/2008 Forecast

BEBITDA O Dperating thcome
[Note): Thera is na revision for forecast of Fy 3/2008,

: T
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Forecast for FY 3/2008 compared to results of the previous fiscal year

u Recurring Profit
1

u Net income

FY 372007 |  230.7 |

Fr 32007 312,
Com ]
Income profit
Extraordinary
R wal]  orortess,
income .
income tax, etc.
F¥ 372008 - FY 3/2008 —
Forecast |—— ¥ 3820 - . ] Forecast |t 25600 . I
r T T 1 v v y v T 1
210 270 E¥.] 370 420 180 200 220 240 260 280 300

{JPY bn)

(IP¥ bn)

Positlve factors:

-Decrease of currendy hedging A0St and the farmatian cxits of bridge-ioans
redated t9 the acqquisban of Gallaher, etc.

Negative factors:

-Increasu in interest payment and decrasse of interest income relatad to the
acquisition of Gallaher

-Increase Inintarest payment relatad to the existing debt of Gallaher , #tc.

Posltive factors:
-Decrease of income 13x, stt.
Negative tactors:

identificotien functions
-Agcrual of business integriion costs, etc,

-Decresse of net profit on sale of properTy, plant and equipment
-Increasa of Intrectuction oasts for vending machines with adult

Agures of tadecro business are I-IT] forecasts for Jan.-Dec, 7007, revisad forecest inchafes aoprx. 0.5 matis of the I-Oallphes taunes.
Nore2:This forecast does not reflect the impact of amartization of traemarks and others. reiafed (o the aquistion of Gatahe .

This foracamt will be revised, ance the purchass price alocation is Analized.

51

n
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Data sheet for 3 months ended June 2007 Data Sheet (1)
1. Breakdown of net sales {unit: JPY billion) 5. Amortizatl lating to major acquisit {funit: JPY bithon)
dmonths | J monihs Imonths | J months
andad ended Change anded anded I::::: :::nu:'-
Jun. 2008 | Jun. 2007 Jun. 2008 | Jun. 2007
Nal sales Including axcise tax 1.280.5 1,219.7 58.8 JT Intsmaticnal 8.6 3.1 - -
Domestic tobacco 8852 B56.7 -128.4 Trademark rights (owned by JT) 7.3 73 10| Apr-08
Excluding imported lobacco 8394 552.9 8.4 Patents (owned by JT) 1.0 0.4 8| Apr-07
International tobacco * 217.5 2725 549 Goodwill* 0.2 0.2 20 | Mar-25
Nut sales excluding i achrting 421, £23. A * Effactive from the fiscal year endsd Mar. 2002, amartization of goodwill of JT International caased
o) dos o 9 excine taxe it 218 33 17 gue 1o Ihe adoption of a new accounting pronouncement by JT International. Since then, the
Domestic iobacca 2157 1825 332 goodwill ia subject to being lestad for impairment annually. From tha fiacat yaar anded Mer. 2006,
Intarnational 1obacco * 119.0 150.2 1.1 amostization of b pan of this goodwill alk d to the i started over 20
yorrs,
Pharmaceutical 17 1.2 0.5
Foods 70.2 738 EE] 6.Capltal sxpenditurs {unit: JPY bilkon}
r 3months | 3 months
Beverages 47.5 483 0.8 endad ended Change
Processed foods 227 255 28 Jun. 2008 | Jun. 2007
Others 48 5.3 08 Capdal axpandiures 20.5 284 59
*l tionsl z 3 months anded Mar. 2007 Domestic lobacco 10.2 15.5 5.2
Intsrnational tobacco * 87 6.8 1.0
2. Leaf tobacco reappraisal proflt / loss * {unit: JPY billion} Pharmaceutical 07 [+ 0.3
Frronihs | Jmonls Foods 14 12 0.1
snded ended Change
Sum. 2006 | Jun. 2007 Others 2.4 2.9 0.4
Lea! tobacco reappraisal profit / loss 2.8 -1.0 -8B * Intamational lobacco business: 3 months ended Mar, 2007
* Profit when dencled negative 7. Cash and cash squivalents * {unit: JPY bitkon)
As of end af [As of end of| Change
3. Breakdown of SGEA sxpsnses (unit: JPY billion) Mar. 2007 | Jun. 2007
dmonihs |3 oS | e Cash and cash equivalents. 11856 2480] 0376
Jun, 2008 J:: 2007 ange * Cash and cash aquivalents = cash and + marksiable i
- - + securities purchasad under repurchase agresments
SGaA 138.2 145.4 71
Personnel * 3r.8 a1.4 36| B Interest-bearing debt * {unit: JPY billion)
Advertising and general publicity 4.7 43 0.4 As of snd of|As of and of|
Mer. 2007 | Jun. 2007 i
Sales promobon 26.7 303 35
R&D 10.0 10.2 01 Leasing debl 218.2 983.0 7837
Depreciation and amortization 14.2 141 0.1 . Interesi-bearing debt & ghon-term bank loans + bonds + bong-term borowings
Others g 449 03] 9 Business data Smonts [3moms | chance
* Parsonnel expanan i the sum of compensation, salaries, slowances, provision for <Domestic tobacco business> Jun. 2006 | Jun. 2007 “
retirement benefit, legal weifars, smpioyee bonuses and sccrual of emplcyee
bonusas. JT sales volume® fbison cigeretie ) 54.0 2.7 -11.3
Total demand (biton douetes) g2.e 658 -19.7
4, EBITDA by business segmant "' {unit: JPY bilion} JT markat share 65.5% 64.9%| - 0.6%pt]
Trmontha | T monta JT nat sales before tax per 1,000 cigareties (JPY} 11663 12,698 1,025
ended anded Change
Jun. 2008 | Jun. 2007 JT nel sales after tax per 1,000 cigareites (#v] 3,852 4,056 204
Consobcated EBITDA 13411 1266 75 * alos voume Of domesic dirly-Tres and China divisiarn i excluded, wiich was 0.8 bikan
- for 3 months ended Jun. 2006 and 0.8 billion for 3 months snded Jun, 2007, reipsctively.
Operating income 102.0 933 -8.7
— — [~ months | 3 monihs
Depreciation and amortization 32.0 3.2 1.1 ancian e Ehange
Domestic iobacco EBITDA 101.0 82.6 -183 tnter obacce Mar. 2008 | Mar. 2007
Operating income 8.5 62.4 -181 Total sales volume (bilon tipereties) 52.1 51.7 56
Depreciation snd amortization 19.4 202 0.7 JPYAISD rate for consolidation (JPY} 118.98 119.45 2.47
Internatianal tobaceo EBITDA ™ 25.9 379 1.9
[Tmonths | 3 months
Operating in . .
Perating Deome 185 294 109 anded anded Change
Depreciation nnd smortization 74 8.4 0.9 <Pharmaceutical business> Jun, 2008 | Jun. 2007
Phanraceutical EBITDA -1.2 -21 0.8 |RAD expenses (parant company} (/P tlion} 5.2 5.5 0.2
Cperaling incoms 20 -2.8 0.9
Depreciation and ameriization ? 0.7 0.7 0.0 A3 of ond ofl s of sndof| o
Foods EBITDA 35 25 -1.0 <Foods busi - go busi Mar. 2007 | Jun. 2007
Operating income 1.8 1.3 0.5 {Numbar of beverage vending machines * 250,500 253,000 2,500
Depreciation and smostization * 18 1.1 0.5 IT-owmed 38,000f 37.000| 1,000
Others EBITDA 49 8.1 1.2 Combined 66,000 68,000 2,000
Operating mcome 1.9 3.1 1.2 * Baverage vanding machines include vanding machines for cans and packs, etc. and for
— — cups owned by other las and operated by our Y. "JT-ownsd™ vending
Depraciation and amartization 2.9 2.9 0.0 machines are owned by JT. "Combined* vending machines are owned by our
(Referance} {unit: USD mithon) subsidiaries or nffilates snd focus on selling JT brand beverages bul aiso sall non-JT
- brand beverages.
International icbacco EBITDA
249 I 102
(Balare rovaity paymanl)
*1 EBITDAw=opaerating income + depraciation and amortization
*2 Dapreciation and amortization = depreciation of tangible fixed assets + amortization

of ntangibie fixed assets + amortization of long-term prapakd expenses +

amortization of goodwit
*3 international tobacco business: 3 months ended Mar. 2007
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Data sheets for 3 months ended June 2007

1. Consolidated financial outiook for fiscal year ending March 31,
2008 compared to the forecast as of April 2007

Data sheet (2)

2008 compared to the reults of previous fiscal year

2. Consofidated financial outlook for fiscal year ending March 3%,

(JPY billlon) {3PY billion)
Pravious forecast | Revised forecast Chunie Fy 03,2007 Revised forecast Change
Net sales including excise tax 4,890.0 6,410.0 1,520.0 Net sales including excise tax 4.769.3 6,410.0 1,640.6
[Excluding imported tobacco 3,661.0 5,181.0 1,520.0 [Excluding imported tobacco 3,553.1 5,181.0 1,627.8
EBITDA 449.0 574.0 125.0 EBITDA 464.6 574.0 109.3
Cperating income 312.0 419.0 107.0 Dperating income 331.9 419.0 §7.0
Recurring profit 2B2.0 382.0 100.0 Recurring profit 312.0 382.0 69.9
Net income 186.0 256.0 70.0 Net income 210.7 256.0 45.2
Return on Equity 9.3% 12.2% 2.9%pt] Return on Equity 11.3% 12.2% 0.9%pt|
{JPY billion) {JPY billion
— Previous forecast | Revised forecast Change I. FY D3/2007 Revised forecast Change
Capital expenditures 126.0 146.0 20.0 Capital expenditures 102.1 146.0 438
Domestic tobacco 64.0 64,0 0.0 Domestic tobacco 55.2 64,0 8.7
International tobacoe 35.0 55.0 20.0 Intemmational tobacco 32.0 55.0 22,9
Pharmaceutical 3.0 3.0 0.0 Pharmaceutical 3.0 3.0 0.0
Foods 6.5 6.5 0.0 Foods 4.8 6.5 1.6
Dther businesses 17.0 17.0 0.0 Other businesses 8.0 17.0 8.9
Consolidated finandal outlook by business segment (IPY billion Consolldated financial outlook by business seqment (IPY bltlion)
Previous forecast | Revised forecast Change FY 0]‘2007 Revised forecast Change
Net sales including excise tax 4,890.0 6,410.0 1,520.0 Net sales including excise tax 4,769.3 §,410.0 1,640.6
Domestic tobacco 3,398.0 3,398.0 0.0 Domestic tobacco 3,416.2 3,398.0 -18.2
[Excluding imported wobacco 2,169.0 2,169.0 0.0 [Excluding imported tanacco 2,200.0 2,16%.0 -31.0
International tobacco 1,130.0 2,650.0 1,520.0 International tobacco 999.6 2,650.0 1,650.3
Pharmaceutical 44.0 44.0 0.0 Pharmaceutical 45.4 44.0 -1.4
Foods 298.0 298.0 0.0 Foods 286.5 298.0 11.4
EBITDA 449.0 574.0 125.0 EBITDA 464.5 574.0 109.3
Domestic tobacco 300.0 3000 0.0 Domestic tobacco 326.4 300.0 -26.4
International tobacco 127.0 252.0 125.0 International tobacco 112.6 252.0 139.3
Pharmaceutical -11.5 -11.5 0.0 Pharmaceutical -8.1 -11.5 -3.3
Foods 12.5 12.5 0.0 Foods 12.0 12.5 0.4
Operating income 312.0 419.0 107.0 Operating income 331.9 41%.0 87.0
Domestic tobacco 213.0 213.0 0.0 Domestic tabacco 245.3 213.0 -32.3
International tobacco 96.0 203.0 107.0 International tobacco 81.0 203.0 121.%
Pharmaceuytical -15.0 -15.0 0.0 Pharmaceutical -11.2 -15.0 -3.7
Foods 8.0 8.0 0.0 Fooos. 67 8.0 1,2
Major assumptions ] Major assumptions ]
{1}Domestlc tobacco business (billions of diarettesi (1)Domestic tobacco business {blllions of cigarettes
| Previous forecast | Revised forecast 1 Fvo03/2007 I Revised forecast Change
|Sales volume ] 168.0 168.0 0.0 [Sales volume ] 174.9 168.0 6.9

Excludes sales of domestic duty-free and China division

(2) International tobacco business

(billions of clgarettes, JPY)

Excludes sales of domestic duty-free and China division

(2} International tobacco business

(billions of cigarettes, JP¥)

Previous forecast | Revised forecast Change 2006 Revised forecast Change
Tobal sales volume 258.0 380.0 122.0 Tobal sales volume 240.1 380.0 133.9
GFB sales volume* - 202.0 - GFB sales volume* 46.8 202.0 55.2
JPY/USD rate 115.00 120.00 5.00 JPY/USD rate 116.38 120.00 3.62

*GFB of FY 3/2008: Winstan, Camel, Mild Saven, BA&H, Silk Cut, LD, Sobranie, Glamour

*GFB of FY 3/2007: Winston, Camel, Mild Seven
GFB of FY 3/2008: Winston, Camel, Mild Seven, B&H, Silk Cut, LD, Sobranie, Glamour
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Data of JT products in Japanese market Data Sheet (3)

* Excludes sales from the China, Hong Kong, and Macau markets and domestic duty-free sales.
* Original measurement Basis = JT original products + Marlboro cigarettes {until April 2005) + JT1 products for the Japan market from May 2005 onward
* New measurement Basis = JT original products + JTI products for the Japan market

Domestic Tobacco Business Results Market Share in Growing Segments
1. Quarterly Sales Volume {billions of cigarettes) 1. 1mg Tar
Apr-dun | Jul-Sep | Oct-Dec | Jan-Mar Total (1) JT 1mg Tar Product Share (%
FY 032006 50.5 48.5 48.1 42.2 189.4 Original Basis | Apr-Jun [ Jul-Sep | Oct-Dec | Jan-Mar Total
FY 0372007 54.0 36.8 44 6 38.3 174.9 FY 03/2006 10.6 11.7 12.2 12.5 11.7
FY 0372008 42,7 / FY 03,2007 12.4 12.5 13.3 13.6 12.9
* The above mentioned figuray inglude sales of Mariboro cigarettes until Aprl 2005 and JT1 FY 03/2008 13.9 /
products {Camet, Winstan, Salem atc.) for the domestic market from May 2005 cnward. Now Basis Apr-Jun | Jul-Sep | Oct-Dec | Jan-Mar Total
FY 03/2006 11.3 11.7 12.2 12.5 11.9
FY 03/2007 12.4 12.5 13.3 13.6 12.9
2. Quartorly Retall Price Salas (Billions of JPY) FY 03/2008 13.9
Apr-Jun | Jul-Sep | Oct-Dec | Jan-Mar Total (2} JT Share in 1mg Tar Sagment {%)
FY 03/2006 694.7 664.2 £658.2 578.0 | 2,595.2 Original Basis | Apr-Jun | JulSep | Oct-Dec | Jan-Mar
FY 03/2007 740.3 547.5 664.6 587.0| 25395 FY 03/2006 55.7 60.4 60.8 61.6
FY 03/2008 636.7 |__— T FY 03/2007 61.3 60.9 62.4 §2.2
* Rotail price sales = salas volume * fixed retail price, Fy 032008 62.0
* The sbove mantioned Hgures inclyde sales of Mariboro cigarettes untit April 2005 and JTI New Basis Apr-Jun | Jul-Sep | Qct-Dec | Jan-Mar
products (Camel, Winston, Sslem etc.} for the domestic market from May 2005 onward. FY 03/2006 59.7 60.4 60.8 61.6
FY 03/2007 61.3 60.9 62.4 §2.2
FY 03/2008 62.0 |~
3. Quarterly Net Sales Per Thousand Cigarettes {JPY)
Apr-Jun | Jul-Sep | Ccl-Dec | Jan-Mar Total 2. Menthol
FY 03/2006 11,715 11,653 11,657 11,667 11,674 (1) JT Menthol Product Share {%)
FY 03/2007 11,663 12,677 12,688 12,699 12,371 Qriginal Basis | Apr-Jun Jul-Sep | Cct-Dec | Jan-Mar Total
FY 03/2008 12,698 | " T FY 03/2008 8.1 6.5 6.6 6.7 7.0
* Nel sales per thousand cigarsties FY 03/2007 6.7 6.9 6.7 7.1 6.8
= {rotali price sales - reiaar marging - consumption tax) / sales volume * 1,000 [ FY 03/2008 72| " /
* Tha above mentioned figures include sales of Mariboro cigaretias until Aprit 2005 and JT) New Basis Apr-Jun Jul-Sep | Oct-Dec | Jan-Mar Total
products (Camal, Winston, Salem etc.) for the domestic market from May 2005 onward. FY 03/2006 6.3 6.5 6.6 6.7 6.5
FY 03/2007 6.7 6.9 6.7 7.1 6.8
FY 03/2008 7.2
4, Quarterly Net Sales Excluding Excise Tax {2) JT Share in Menthol Segment (%)
Per Thousand Cigarottes (JPY) Original Basis | Apr-Jun | Jul-Sep | Oci-Dec | Jan-Mar
Qriginal Basis | Apr-Jun | Jul-Sep | QOct-Dec [ Jan-Mar Total FY 03/2006 45.1 34.4 34.9 35.1
FY 03/2006 3,901 3,845 3,849 3,857 3,864 _FLOSIZOOT 35.0 34.1 338 34.8
FY 03/2007 3,852 4,050 4,050 4,056 3,990 FY 03/2008 34.9 [
FY 0372008 4,056 | " New Basis Apr-Jun | Jul-Sep | OctDec | Jan-Mar
New Basis Apr-Jun | Jul-Sep | Oct-Dec | Jan-Mar Total FY 03/2006 34,7 344 34.9 35.1
FY 03/2006 3,845 3,846 3,849 3,857 3,849 Y 03/2007 35.0 34.1 33.8 34.8
FY 03/2007 3,852 4,050 4,050 4,056 3,990 FY 03/2008 34.9 [ e |
FY 03/2008 4,056

* Net sales exciuding excisn tax per thousand cigarottes 3. JPY 320 or above”
= {ralall price sabes - retaller margins - cONSUMPLON Lax - excise laxes) / sales volume * 1,000 {1) JT JPY 320 or above Product Share (%)
Original Basis | Apr-Jun | Jul-Sep | Oct-Dec | Jan-Mar Total
FY 03/2006 8.8 5.1 5.4 5.9 6.3
5. Quarterly JT Market Share (%) FY 03/2007 5.7 5.4 52 5.5 5.5
Original Basis | Apr-Jun | Jul-Sep | Oct-Dec | Jan-Mar Total FY 03/2008 5.6 e
FY 03/2006 69.6 654 65.3 65.2 66.4 New Basis Apr-Jun | JukSep | Oct-Dec | Jan-Mar Total
£Y 03,2007 65.5 64.2 64.7 64.5 64.8 FY 03/2006 5.1 5.2 5.4 5.9 5.4
FY 03/2008 649 " FY 03/2007 5.7 5.4 5.2 5.5 5.5
Naw Basis Apr-Jun | Jul-Sep | Oct-Dec | Jan-Mar Total £ 03/2008 5.6
FY 03/2006 66.1 B5.5 65.3 65.2 65.5 (2) JT Shara in JPY 320 or above Segment {%)}
FY 03/2007 65.5 64.2 64.7 64.5 54.8 Origina) Basis | Apr-Jun [ JukSep ! Qct-Dec | Jan-Mar
FY 03/2008 6491 __— [ — FY 03/2006 36.1 222 23.1 245
FY 03/2007 24.3 22.5 225 23.2
FY 03/2008 235 —"
New Basis Apr-Jun | Jul-Sep | Oct-Dec | Jan-Mar
FY 03/2006 22.8 22.3 23.2 24.5
FY 03/2007 24.3 225 226 23.2
FY 03/2008 23.5
* JPY 300 or above until Apr-Jun, 2008
4. Quarterly D-spec Product Share (%)
Apr-dun | Jul-Sep | Qct-Dec | Jan-Mar Total
FY 03/2006 0.91 1.24 1.78 3.12 1,72
FY 03/2007 4,12 3.84 3.85 4.34 4.04
FY 03/2008 4,41 | "

* Planissimo and Premier have been sold as D-spec products since March 2006.
Bevel Flair have bsen sold as D-3poc products since December 2006,
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Japan Tobzcco Inc. Clinical development (as of August 9, 2007)

Code

Stage

[ndication

Mechanism

Characteristics

Rights

JTT-105
(oral)

Phase1(JPN)

Dyslipidemia

CETP inhibitor

Decreases LDL and increases HDL by
inhibition of CETP

-CETP:Cholesteryl Ester Transfer
Protein, facilitates transfer of cholestery
ester from HDL to LDL

-HDL:High density lipoprotein, Good
Cholesterol

-LDL:Low density lipoprotein, Bad
Chotesterol

Roche (Switzerland)
obtains the rights to
develop and
ommercialize this
compound worldwide,
with the exception of
Japan.

JTT-130
(oral)

Phasc2(JPN)
Phase2(Overseas)

|Hyperlipidemia

MTP inhibitor

Treatment of hyperlipidemin by
reducing absorpiton of cholestercl and
triglyceride via inhibiticin of MTP
MTP:Microsomal Triglyceride Transfed
Protein

JTK-303
{oral)

Phasel (JFN)

HIV

Integrase inhibitor

Integrase inhibitor which works by
blocking integrase, an enzyme that is
involved in the replication of HIV
{HIV:Human Immunedeficiency Virus

Gilead Sciences (U.S.)
obtains the rights 1o
develop and
commercialize this
compound worldwide,
wilh the exception of
Japan.

JTT-302
(oral}

Phase2(Overscas)

Dyslipidemia

CETP inhibitor

Decreases LDL and increases HDL by
inhibition of CETP
-CETP:Cholesteryl Ester Transfer

ester from HDL w LDL

-HDL:High density lipoprotein, Geod
Cholesterol

-LDL:Low density lipoprotein, Bad
Cholesterol

Protein, facilitates transfer of cholester

JTT-305
(oral)

Phase2(JPN)
Phase ] (Overseas)

Osteoporosis

CaSR antagonist

Increases BMD and decreases new
vericbral fractures by accelerating
endogenous PTH secretion via
antagonism of circulating Ca on CaSR
in parathyroid cells

-BMD: Bone Mineral Density

-PTH: Parathyroid Hormone

-CaSR: Calcium-Sensing Receptor

JTT-552
{oral)

Phase1{JPN)

|Hyperuricemia

URAT]I inhibitor

Decreases serum urate concentration by
increasing urinary urate excretion via
inhibition of URATI.

-URAT 1: Urate Transporter |

JTT-553
{oral)

Phase](Qverscas)

Obesity

DGAT! inhibitor

Reduces fat absorption from the small
intestine and inhibits fat synthesis in
adipose tissue via inhibition of DGAT!
-DGATI: Acyl CoA: diacylglycerol
acylransferase 1

JTT-651
(oral)

Phase1(JPN}

Type 2 diabetes mellitus

GP inhibitor

Decreases blood glucase by suppressior]
of glucose output from liver via
inhibition of GP

-GP:Glycogen Phosphorylase

Changes from the previous announcement on April 27, 2007:

Development of JTT-551 was terminated.
JTT-553 entered into clinical trial stage overseas.
JTT-651 entered into clinical trial stage in Japan.
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JAPAN TOBACCO INC.

2-1, Toranomon 2-chome, Minato-ku

Tokyo 105-8422 JAPAN
Phone:(03-3582-3111

Contact: Yukiko Seto
General Manager
Media and Investor Relations Division
Japan Tobacco Inc.
Tokyo: +81-3-5572-4292

FOR IMMEDIATE RELEASE

JT Announces its First-Quarter Consolidated Financial Results and
Gallaher Integration Plan

TOKYO, August 9, 2007 --- Japan Tobacco Inc. (JT) (TSE: 2914) announced today
its consolidated financial results for the first quarter that ended June 30, 2007, and the
Gallaher integration plan.

1. Overview of the Consolidated Three-Month Financial Results

» Net sales for the domestic tobacco business decreased 13.0 percent and operating
income decreased 23.5 percent, due mainly to a surge in demand in the same
period last year ahead of price increases related to an increase in tobacco excise
taxes.

» JT’s international tobacco business' remained the driving force of profit growth
for the JT Group, achieving strong organic growth of 25.3 percent in net sales,
and an increase of 59.0 percent in operating income compared to the same period
in the previous year. Gallaher’s business® results are not consolidated in JT's first
quarter results.

» JT’s consolidated net sales decreased 5.4 percent compared to the same period last
year, primarily due to the performance of the domestic tobacco business.
Operating income decreased 8.6 percent and net income decreased 15.2 percent
compared to the same period in the previous year.

¥ JT management revised its net sales and earnings forecasts for the fiscal year
ending March 31, 2008, reflecting the incorporation of the Gallaher business into
JT’s international tobacco business. Forecasted net sales for the year were revised
upward from ¥4.89 trillion to ¥6.41 trillion. Forecasted operating income and net
income were revised from ¥312.0 billion to ¥419.0 billion and from ¥186.0 billion
to ¥256.0 billion respectively.

“Over the last 100 days, we have successfully formulated an integration plan for the
Gallaher business which will create synergies for future business growth and position
us for even greater expansion as a leading company in the global tobacco industry,”
said Hiroshi Kimura, President and CEQ of JT. “We continue to invest heavily in
building brand equity, with a focus on Mild Seven, and as a result have seen signs of
growth momentum in JT's domestic market share. I'm very proud to say that each of
our businesses has been performing strongly toward the objectives of our medium
term management plan ‘JT2008.””

" The results of the international tobacco business from January to March 2007 were incorporated into
JT’s consolidated financial results for the quarter that ended June 30, 2007,
2 Gallaher’s business was not incorporated inte JT’s intemational tobacco business during the first
quarter that ended March 31, 2007, as JT's acquisition of Gallaher completed on April 18, 2007.
1
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2. Consolidated Financial Results for the First Quarter that Ended June 30,
2007

Units: Billions of Yen

1Q 1Q Net change
FY03/2007 FY03/2008 (%)
Net sales 1,289.5 1,219.7 -54
Operating income 102.0 933 -8.6
Net income 76.2 64.6 -15.2
3. Results by Business Segment
» Domestic Toebacco Business
1Q 1Q Net change
FY03/2007 FY03/2008 (%)
Net sales
(billions of yen) 985.2 856.7 130
Operating income ]
(billions of yen) 81.5 62.4 -23.5
Sales volume’
(billions of cigarettes) 54.0 427 -21.0

A surge in demand ahead of the price increase, following the tobacco excise tax hikes
in July of last year, had a negative impact on sales volume in the first quarter. Asa
result, net sales and operating income decreased by 13.0 percent and 23.5 percent
respectively.

This year marks the 30" anniversary of Mild Seven, and JT has invested aggressively
in the brand, including intensified sales promotions with a focus on box products and
the national launch of “Mild Seven Super Lights 100’s Box.” As a result of these
efforts, JT's domestic market share has shown signs of growth momentum.

» International Tebacco Business

January - March January - March Net change
2006 2007 (%)
Net sa%g?llilons of yen) 2175 272.5 253
P o
e e

In the first quarter that ended March 31, 2007*, JT’s international tobacco business
continued its growth momentum. This was led mainly by Winston in Russia, Spain,
Turkey, Ukraine and Iran; Camel in Spain and France.

¥ Sales volume from both domestic duty free and the “China Division” were not incorporated in the
above figures, which totaled 0.8 billion cigarettes in the first quarter that ended June 30, 2007.

“* The results of the international tobacco business from January to March 2007 were incorporated into
JT's consolidated financial results for the quarter that ended June 30, 2007. Gallaher’s business was
not incorporated into JT's international tobacco business during the first quarter that ended March 31,
2007, as JT’s acquisition of Gallaher completed on April 18, 2007.

2
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Total sales volume continued a strong and balanced growth of 10.8 percent to 57.7
billion cigarettes. Net sales including tax grew 25.3 percent, and operating income
increased by 59.0 percent compared to the same period in the previous year.

This success was due mainly to the company’s strong top-line growth and the
repositioning of Winston in 2006 to address the impact of the tobacco excise tax hikes
in the Spanish market.

» Pharmaceutical Business
Units: Billions of Yen

1Q Net change

FY03/2007

1Q
FY03/2008

(%)

Net sales

11.7

11.2

-4.8

Operating income

-2.0

-2.9

In the first quarter, two of the company’s new compounds, “JTT-553" and “JTT-651,”
entered into the clinical trial stage, while the development of “JTT-3517 was
terminated.

During the period, increased sales by Torii Pharmaceutical Co., Ltd., a JT subsidiary,
had a positive impact on the business’ net sales. However, the absence of a one-time
sales increase from the licensing of a new drug candidate in preclinical study in Japan
to GlaxoSmithKline in the same period last year, had a negative impact on the
business’ net sales.

As a result, net sales decreased by 4.8 percent, while operating income posted a ¥2.9
billion loss, due in part to an increase in R&D expenditure, compared to the same
period in the previous year.

» Foods Business
Units: Billions of Yen

1Q 1Q Net change

FY03/2007

FY03/2008

()

Net sales

70.2

73.9

5.2

Operating income

1.9

1.3

-26.8

JT’s foods business has shown solid progress. The company’s beverage business
showed a steady expansion of vending machine sales channels. The processed foods
business saw growth in its overall business scale, including the enhancement of its
frozen processed foods and chilled processed foods product lines. As a result, net
sales increased 5.2 percent compared to the same period in the previous year,

Operating income for the period decreased 26.8 percent due in part to an increase in
expenses.
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4. Outlook for the Fiscal Year Ending March 31, 2008 (Consolidated)

JT management has revised its forecasts for net sales and earnings for the fiscal year
ending March 31, 2008, taking into account the integration of Gallaher’s business into
JT’s international tobacco business.

Units: Billions of Yen

FY03/2007 | FY03/2008 | FY03/2008 | Change from | Change from
Actual Previous Updated FY03/2007 | FY03/2008
Forecast Forecast Actual Previous
Forecast
{A) (B) © (C-A) (C-B)

Net sales 4,769.3 4,890.0 6,410.0 1,640.6 1,520.0
Operating income 331.9 312.0 419.0 87.0 107.0
Net income 210.7 186.0 256.0 452 70.0

Note: This forecast does not reflect the impact of amortization of trademarks and others, related to the
acquisition of Gallaher. The forecast will be revised once the purchase—price-allocation is
finalized.

Please refer to the attached data sheet for the assumptions used for the forecast.

5. Overview of the Integration Plan for Gallaher

JT announced today that planning for the integration of Gallaher has been successfully
completed.

The integration of Gallaher into the company’s international tobacco business will
create new opportunities for top-line growth, while generating significant synergies
from the merging of the two businesses.

JT aims to achieve annual cost saving synergies of more than US$300 million by the
end of 2010. These synergies will be achieved through programs such as headquarter
integration, procurement and manufacturing footprint optimization, and sales and
distribution efficiency. Many of these measures will be implemented by the end of
2009.

In addition, JT is confident that the combined international business will deliver top-
line synergies of at least US$100 million by the end of 2010, and will pursue even
greater top-line synergies in the future. These synergies will be achieved through the
application of a more competitive and balanced brand portfolio across a greater
number of markets.

JTI will continue to focus and invest consistently in its Global Flagship Brands (GFB),
which now include Winston, Camel, Mild Seven, Benson & Hedges, Silk Cut, LD,
Sobranie and Glamour, The company will also broaden its business base, increasing
the number of markets which generate EBITA in excess of US$50 million.

JTI will proceed with the rapid and smooth integration of Gallaher, with the goal of
exceeding an average annual growth of 10 percent in EBITDA for the three
subsequent years following 2008.

Please refer to the attached sheet for additional details regarding the integration plan.
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Japan Tobacco Inc. is the world's third largest international manufacturer of tobacco producis.
The company manufaciures internationally recognized cigarette brands including Winston, Camel,
Mild Seven and Benson & Hedges. Since its privatization in 1985, JT has actively diversified its
operations into pharmaceuticals and foods. The company’s net sales were ¥4.769 trillion in the
Jiscal year ended March 31, 2007.

FORWARD-LOOKING AND CAUTIONARY STATEMENTS

This document contains forward-looking statements about our industry, business, plans and objectives,
financial condition and results of operations that are based on our current expectations, assumptions,
estimates and projections, These statements discuss future expectations, identify strategies, discuss
market trends, contain projections of results of operations or of our financial condition or state other
forward-looking information. These forward-looking statements are subject to various known and
unknown risks, uncertainties and other factors that could cause our actual results to differ materially
from those suggested by any forward-looking statement. We assume no duty or obligation to update any
forward-looking statement or to advise of any change in the assumptions and factors on which they are
based.

Risks, uncertainties or other factors that could cause actual results to differ materiaily from those
expressed in any forward-looking statement include, without limitation:

1. health concerns relating to the use of tobacco products,

2. legal or regulatory developments and changes, including, without limitation, tax increases and
restrictions on the sale, marketing and usage of tobacco products, and governmental investigations
and privately imposed smoking restrictions;

litigation in Japan and elsewhere;

our ability to further diversify our business beyond the tobacco industry;

our ability 1o successfully expand internationally and make investments outside of Japan;
competition and changing consumer preferences;

the impact of any acquisitions or similar transactions;

local and global economic conditions; and

fluctuations in foreign exchange rates and the costs of raw materials.
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Caution concerning forward-looking statements

Forward-Looking and Cautionary Statements

This presentation contalns forward-looking staterments about our Industry, business, plans and
abjectlves, financial conditions and results of operations based on current expectations,
assumptions, estimates and projections. These statements discuss future expectations, 1dentify
strategies, discuss market trends, contaln projections of operational results and flnancial
condition and state other forward-looking information.

These forward-lopking statements are subject to wvarious known and unknown risks,
uncertainties and other factors that could cause our actual results to differ from those suggested
by any forward-looking statement. We assume no duty or obligation to update any forward-
looking staterment or to advise of any change in the assumptions and factors on which they are
based. Risks, uncertainties or other factors that could cause actual results to differ materially
from those expressed in any forward-looking statement include, without limitation:

{1) health concerns refating to the use of tobacco products;

{2) iegal or regulatory developments and changes; Induding, without llmitation, tax increases and restrictions
on the sate, marketing and usage of tobacco preducts, governmental investigations and privately imposed
smoking restrictions;

{3) Migation in Japan and elsewhere;

{4) our ability to further diversify our business beyond the tabacco Industry;

{5) our ability to successfully expand Internationally and make Investments outside of Japan;
{6) competition and changing consumer preferences;

(7) the impact of any acquisitions or similar transactions;

{8) local and global economic conditions; and

(9) fluctuations in foreign exchange rates and the oosts of raw materials.
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Contribution frp'igj:!_l_n:tqg.ra;tio:ri of JT International & Gallaher /

Growth Trajectory of International Tobacco Business J

AR 1085219985 S ) 200022006 K NENT RN 200 L N |
Withdrew from expart-centered |« Consistent application of core % Significantly enhanoed scale |
business and sought seripus strategies drives 6 consecutive years .| positions JT for future growth ss a .
overseas development N of double-digit EBITDA growth ~ et ‘ leading global tobacce company
= SR T ' |
e oy

L # " vt
ey Acquirec RIR Nabisco's Acguir allaher Gr for
. A international tobacco business m”np':fmi 3. bitie v
. for US$7.83 billion - &7 .
1 red ‘_-
‘\. ’l

El cigarattes
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Note: The forecast for the FY /2008 incfudes approx. 8.5 months of the PGatahor busintss.
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Realignment of Global Tobacco Companies

1998

rd
Seita
Tabacaleta

2006

= atrda

P P el 0

] (BAT+Rolhmans}

S
[ Gallaher . ] (JTfRJRInlemaunnaIfGaliaher)

et

lBNUl

8,000 10,000
{BNLY

1999 BAT acquired anmans, . .Saun:e Companies’ repert, IT
- T acqm,red RIR lnternatlnnal P o { _-., .
Seita merged with Tabacalera and founded Altadis. e

P - .
1000 ' Gallaher acquired Liggett-Ducat. “ . .
2001 Gul}!her acquired Austria Tabak ! ‘ .

. .

2002 '!mperlal acquired Reemrsma

2007 = JT acquired Gallaher,

Major Tobacco Companies’

Share

1998
Fotal Volume V) : 5,372 BN

PhEp Moms )
12.6% T g

BAT 13.3%

Rothmans 1.5% |

Reemesma 2,2%

! set 1w

—_—
Tabacaiera®l 1.0% |

Gallaher D.8%

Imperiat 0.7%

Source: Companies’ Report, The Maxwell Reéport

{1): The Maxwell Report “Top Wand Cigarerte Marke! Leaters 1598"
(2} F¥ 3/1999

(3): FY9/1098

Y

2006

Total Volume ! ; 5,585 BN

Akra 18.2%

BAT 12.3%

N New::?IT'Group
'10.8%

Imperial 3.3%

Altacs 2.1% |
Mihituldetialt |

Sourve: Companies’ Report, The Maxwelf Report

{1): The Maxwel! Report Top Werld Clgarette Market Leaders 20057
{2): Fr 3/2007

(3): FY 5/2606
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Maximizing Synergies J

= Integration Plan

¢ New Exec_u'lﬂ'e Commltteé*members anrmﬂnced on c!osmg day

u h““ ,-‘

~1ntegratscm "Steerln‘g Con‘lmsttee mahages approx 50 pro;ects

- \-r

N Oply 100 days Fo: plan devernpment (RIRI: approx. 8 months)
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» Synergles - "-‘. TUe e
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+ Annual cost saving synergies over USD 300 m|Ei|on by 2010

‘f YA

+ Additional top-line synergles of at Ieast USD 100 mitlion- by 2010 with
opportunities for greater synergies exceeding the level of cost- savlng in
the future ;- 5

- g
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New JTI's Roles & Focus

New JTI is, and will continue to be




Toward Sustainable Growth

8 EBITDA growth* of JTI *EBITDA: before royaity payment to JT, excluding Japan
(USD MM) **Forecasty for 2006 {Ref.) and 2007: USGAAP/IFRS pro-forma basis
3,000 =" "2007Fcrecasts: dike-for-lika basis with hypothetical full year Gafaher contribution
2,640

2,500 2,455

2,600

1,500

1,000

00 1,090
{Forex for 2006: USD/GEF = 1,84)

2006 2006 2007¢***
(Ref.)**

Quickly integrate Gallaher and exceed 10% CAGR EBITDA growth

# Full-term Forecasts for FY 3/2008 will reflect significant Increase In both

sales and profits.
- - ]1—

.

Consolidated Financial Resiilts for Q1 FY 3/2008 /




Results for Q1 FY 3/2008

» Summary of Performance
+ Progress towards the achievement of the mid-term management plan

“JT2008", despite sales and proflt decline mainly due to last-minute demand

in the previous year.

{Unit: JPY billien)

Q1 Q1
FY 3/2007 Fv 372008 | Chanee
-69.8
Sales incl. Taxes 1,289.5 1,219.7 (-5.4%)
Sales excl. Taxes 544.5 526.2 -18.2
{-3.3%}
EBITDA 134.1 126.6 7.5
{-5.6%)
Operating Income 102.0 93.3 8.7
{-8.6%}
Recurring Profit 103.5 92.4 -11.0
(-10.6%
Net Income 76.2 64.6 -11.6
{-15.2%
11

Results for Q1 FY 3/2008

= Domestic Taobacco Business

Both sales and profits declined malnly due
to last-minute demand in the previous year.

(=18, 2% )] treenrenene et e e

(%)
67
{Unit: J2¥ blllion)
&6
Q1 Q1
FY 302007 FY 3/2008 Change .
-53.1
Sales excl, Taxes 338.7 2833) 5w
EBITDA 101.0 82.6 end I
91| ™
Operating Income 81.5 62.4 (—23.5:%) 2

(Unit: blllion clgarettes} 1

Sales Volume
of IT Products

54.0 | 42.7 |

-11.2
(-21.0%)]

=>=Mik! Savan Famllly

= Market Share of JT Products *

M Naw Basis mJT original prodycts + JTI products for the Japan market
(Camal, Winston, Sslorn, et )

e

Qi Q2 Q3
FY 32006

Q1 Q2 Q3 1
FY Y2007

12
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Results for Q1 FY 3/2008

= International Tobacco Business
EBITDA grew 41.0% as top-line growth accelerated.

(Unit: JPY billien)

Qt Q1L
Fv 372007 | Fv /2008 | Chanee
311
Sales excl. Taxes 115.0 150.2 (+26.2%)
EBITDA . 37. 11.9
25.9 ° {+45.9%)
10.9
QOperating Income 18.5 29.4 (4+59.0%)
Exchange Rate | l l |
{PY/USD} 116.98 119.45 2.47
(Referenca) Belors royalty paymant to JT {Unit: USD mallian)
EBITDA 4! 1 102
I ) I P

Note: Results of internaticnal tobacco business ame for Jar.- Mar. 2007.

59
53
&7
56
5%

£

51

50
“

(Urit: BNU

Total sales volume of
international tobacco business

+10.8%

1Q Y/ 2007

1Q Fy3/2008

13
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Results for Q1 FY 3/2008

= Pharmaceutical Business
Decrease in proflits mainty due to non recurring income generated in previous year, coupled with

Starting clinical test of Diabetes mellitus
treatment, JTT-651

a rise in R&D expenses.
Chnical development (as of August 9,2007)
(Unit: JPY billlon)
Code Indication Stage
Q1 QL Change p
FY 372007 FY 3/2008 TTT-705(0ral)  |Dyslipidemia (23 Pon:Phased
-0.5 . |3apan:Phasez
Sales 11.7 11.2 (-4.8%) TTT-130(oral)  |Hyperipidemia [ P00 0l )
EBITDA 1.2 2.1 -08 ITK-303C0ral)  [Hiv Hpan:Phasel
Olmec;agn;g 2.0 29 0.9 JTT-302(0ral)  |Dysiipldemiz |00 ls ohage2
ITT-305(0rah)  |Osteoparosis g\::;::;::“l
Starting overseas clinical test of ITT-552(0ral  |Myperuricemia [H2Pan:Phasel
QObesity treatment, JTT-553
JTT-553(0ral)  |Obesity

Overseas:Phasel

JTT-65% (orah

Type 2 diabetes
melitus

Japan Phasel

14

J




Results for Q1 FY 3/2008

x Foods Business

Desplte sales growth through scale expansion within the beverage and processed foods
businesses, profits decline due to increasing ¢osts.

{Unit: JPY billion)

Q1 Q1
Fr 372007 | Fy 372008 | Charee
Sales 70.2 73.9 3.6 =
{+5.2%) —
-1.0 Roots
EBITDA 3.5 2.5 . .
(-28.9%) AROMA BLACK BOTTLE
Operating -0.5 R
Income 19 1.3 (-26,9%) T 2
'5
- ¥
f
"Obento Dalninkl” Series
"Mini Harumaki”
15 ' '

Full-term Forecasts for FY'3/2008
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Full-term Forecasts for FY 3/2008 )

= International Tobacco Business

{The financial contribution of Gallaher is approximately 8.5 months of the full year.) (Unit: JPY billion)
Change from

rrspoor | TOECRE [ VG | nmat T
cual(a) Forecast(B) | Forecast(C) (C-8) Aciual [C-A)
1,520,0 1,650.3
Sales Incl. Taxas 999.6 1,130.0 2,650.0 (+134.5%)]  (+165.1%
125.0 13%.3
EBITDA 112.6 127.0 252.0 (+98.4%)  (+123.7%)
1072.0 121.9
Qperaitng Income B1.0 96.0 203.0 (+111.5%)]  (+150.4%)
{Reference} Before royalty payment to JT {Unit; USD million)
1,000 1,160
EBITDA | 1,090 1,250 | 2,23] e

[Major Assumptions] '
122.0 139.9
Total Sales Volume (BNU) 240.1 258.0 380.0 (+47.3%) (+55.3%)
|cra sates volume @ 146.8 - 202.0 : A
Exchange Rate (IPY/USD) 116.38 115.00 120.00 5.00 3.62

NOLEL AN figures OF intamationa! 1obacco businsr are £ ITT forecass for Jan. Dec. 2067, ravisad forecast mclucles approx. 8.5 manths of the © GMRNer Business
Note2: This forecast doas nof neflect the smpadt of amortization of Iredemarss snd others, related (0 tha scquistion of Gulshar,

This forecast will ba revise once the purchase pace-stivcatson 15 feabred.
Noted:GFE of FY 3/2007. Winston, Camal, Mid Savean

GF8 of FY Y2004: Wingron, Camel, Miki Sevan, AkM, Sik Qd, LD, Sobrane, Glamowr
17 ' l

Goadwill and Trademarks accompanied by Gallaher Acquisition

= Basics /— Including Trademarks
ang others

+ Goodwill
= Acquisition Price - {[Tanglble Asset]+[Intangible Asset] - [Debt)
{approx. GBP 7.5billkan} TRssessing fak vaNer

+ Amortization of Goodwlll:

-
Integration cost
Beginning from FY 3/2009, assuming for 20 years

In additlon, amortlization of goodwill due to RIRI acquisition will resume from FY 3/2009.

+ Amortization of Trademarks and others:
Beginning from FY 3/2008, amortization period is under review

Fair value of Gallaher-specific brands and others, together with amortization period,
will be assessed by financial announcement for Q2 FY 3/2008.

» Reflection on Consolidated B/S
Preliminary value of goodwill will be disclosed as part of the financial announcement for
Q2 FY 3/2008.
{B/S of international tobacco business will be consolidated as of end June)

= Consolidated dividend payout ratio
Payout ratio will be based on net income before goodwlll amortization due to Gallaher and RIRI

acquisition.
18 ' l




Refinancing progress (As of July end, 2007)

Acquisition Price (exduding Gallaher debt) :

approx. GBP 7.5 billion tapprox. ey 1.72 tsillion

!

Bridge Loan
{Syndication)
GBP 1.9 blllion
Fully repaid in June

}

Bridge Loan
{Mizuho Bank)

JPY 450 billlon

Outstanding as of July 31:
JPY 150 billion

JPY 820 billlon

Cash

approx.

|

l

!

Loan from
Banks & Cash

{Oversaas)

GBP 1.9 billlon
equivalent

Straight Bond
(Issued in July)
JPY 150 blilion

Used to repay bridge
loan

Loan from
Japanese Financial

Institutions
JPY 150 billlon (Projected)
Banks & insurance cempanies

Cash (in 1apan)
JPY 150 billlon

Used to repay bridge
loan in May/luly

19
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Full-term Forecasts for FY 3/2008

n Consolidated Financial Forecast

Both sales and profits are expected to increase dramatically as a result
of revisions to international tobacco business forecast.

{Unit: JPY bllllon)

o | | e | e
Forecast(B) | Forecast(C} ForecastLC-B) Actual{C-A)

Sales incl. Taxes | 4,769.3| a8900] 64100 (1'3512_?:) (:;5:-2;1

EBITDA 464.6 449.0 574.0 (+zl72.:£) (+2’;’::)

operating Income 331.9 312.0 419.0 (+;3_§£) (+2:;£)

Recurring Profit 312.0 282.0 382.0 (+;gg£) 42 ;;;l

Net Income 2107 186.0 256.0 ;+3:.2£; (+2:§:)

Notul: Inkisl Aigurss of IESMEtona OGS business ary [ ITT forocaw's for Jek-Det. 7007, s forwcas inchueles appras. & §.months of the ! Gatlser busness

Notal: This farscart dosn nat

TRt the st of smortization of tracemarks and others, redeled 1o the amursbion of Gallahor.
s forecat will De Ayt Oncy e purchase-prca-aiocanion is finalired.

20
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JT International & Gallaher Integration Plan /

Leveraging opportunities for top-line growth

-+ [Greater Scale]

Stronger posftion as the e
Workd" s 3™ largest tobacco W SR ey .
company e
Top-line growth — :
opportunities , £

/ 7’
Operating efficiancies b

[Complementary
Geographies]

A more balaniced international
business . N

A competitive, balanced K
portfolio across markets and = 3
price segments .

' Capabilities] -

* Greater expertise In Virginla
biend technology

i Cther tobaceo product (OTP) 3]
W technology .

retail presence -

> A1)
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New JTI's Roles & Focus

New JTI is, and will continue to be

Solidifying a role as the profit growth engine of the JT Group

v <<Basic Strategy of- New JTI>> , * )

o Buildlng and nurturlng Q gg; gding grands ,;

. Enhancmgw e

* ' . - K
. Developlngfgeogl asa corner stone of our success

. Beha\nA res onsibl as a corporation N v N
. 3 -

. Drivi#g ‘continuous improvement in everything we do

. Jv

New Global Flagship Brand Portfolio

!

Lgos
SN

PR Winston 5

ECIRF FANE #HALITY

.

i L )
"!.

S

# Stronghold * .
MILD SEVEN i :

= Future Potential . R

Represents approximately 50% of total sales volume in 2006

> 1
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Broadening the Base for Growth

% SOM In the major markets of new JTI (2006)

e e a, WP T Iraland gral}]
% SOM in the y.tco'f‘nﬁ_afkets "7 Karaknit — w—
of f-1TI (2008)"; e - . (‘.-'- Austria [BT i lod ¥ 1 R
TaMan“ _w o ] . ..d:ﬂ.Cannry Il.yl'nrﬁ': maai ez} e
g [T o e
ey’ [ JLEL T, yy Preden B 222
Ukraine ! ".-‘ PR M Tflvur: - w”“'fu
s ! ‘Russia vi 3l 31

Soan o 5 Ukriva ! ez <
Canada N - " ‘ —

ko . Souin [T

Turkey 4 - " Malaysia m#? L f :"

France “ Tty [rom——TT I

Korea France [oeetpr] T

{iran) ] Greace . [Tommrry Qf-Jrl

D 5 10 15 20 25 30°35 40 (% Conada | TFTF) BfGallaher,
;5 Tarkey [T
%b; . Banelux CTRD .
- (Iran) | N/A #1
Saurce: AC Nieisen, JT D5 10 5 20 25 30 35 A0 45 SO S5(%)
25 I l

Broadening the Base for Growth

x Number of markets exceeding USD 50 million EBITA

T

o — &,
o - » 16-markets
oo . ‘;,—-, P '_ N
. I 1
. a S e '-A
¢ - 1.
- - N / ;
. 6 markets . .
3 z . -
3 markets ﬁ
T I
2000 g‘t. - 12006 2007e
26
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Synergies

® Annual cost saving synergies over USD 300 million by 2010

S g P ,_,5.‘

s HQ lntegra-’clqn . R T =,

‘." ik -t e am

— Brocureme?u'"and manufécturlng foetprlnt optlmlzatlon ERE TP
_3 I v
S Qales and dlstnbutaon effcaendy. L ) o

T ';u A ‘; e

] Annual top-lme synergies at, Ieast USD 100 mtlllog;‘by 2010,
with opportunltles for greater svnergles exceedmg the level
‘of cost-savmg In the future i

P

+ A more competltlv‘e and balanced brand portfolio _,

¢ Broadened geographlc base o . .t

+ Increased scale in markets where presence dupllcated R
\,‘_ -

-

» J

Forecast

n 2007 Forecast
e (bilion clgarettes)

2006 2007 Change

Volume 240.1 380.0 139.9 58.3%
Rl IGFB Volume 146.8 202.0 55.2 37.6% i-
- _— =F e e N L— - . -t
<l N ~ {USD miion ,.
et Net Sales before tax 8,590 22,100 13,510 1572.3% |.

Net Sales after tax 4,729 9,000 4,271 90.3%

EBITDA* 1,090 2,250 1,160 106.4%

Notel: This forecast inchudes approx. 8.5 the of the I-G. busi

Note2: This forecast will be revised as a result of purchace-price-allocation,
Note}: GFB in 2006: Winston, Camel, and Mild Seven
GFB in 2007: Winston, Camel, Mikd Seven. B&M, Silk Cut, LD, Sobranln, and Glamour

» JTI will exceed 10% CAGR EBITDA* growth 0\.fer the next
three years (2008 2010) A .

.S ‘. N
Reference: . o RS ;
2007 Forecast, Ilke-tor-llka basls with hypothetical full year Gallaher contrlbutlon

Total Volume : 422‘0 blilion cigarettes EBITDA* |n 2007 : USD 2,640 milllon**

* EPITDA: EBITDA befora royalty payment to JT  «#* USGAAR/IFRS pro-forma basis

" 1)

14




Data sheet for 3 months ended June 2007

Data Sheet (1)

1. Braakdown of net sales {unit: JPY bilion) 5. Amortization relating to major acquisitions {urst: JPY bilkon)
dmonihs | 3 months J months | 3 months
Y o | Temmk
anded ended Change ended ended ar::f:m nabon
Jun. 2006 | Jun. 2007 Jun. 2008 | Jun. 2007
Nel 3abel including excise tax 1,289.5 1,219.7 -69.8 JT intemational B6 8.1 - -
Domest; tobacco 985.2 858.7 -128.4 Trademark righty (owned by JT) 7.3 73 10| Apr-09
Exciuding imported tobacco 539.4 552.9 -£6.4 Patants (cwned by JT} 1.0 04 8 Apr-O?I
Intemational lobacco * 2175 2725 54.9 Gooawll® 0.2 0.2 20| Mar.25|
Netl sales ing excise b bace] 4216 4233 17 "+ ENsctive from The fiscal year enced Mar, 2002, amortizaiion of gooawil of JT Inlematianal cezssd
—~ dus to the adoption of & new accounting pron t by JT {. Since then, the
Domestic tobacco 2157 182.5 -33.2 goacwil Is subject to baing tested for impairment annuatly, From the flscal year ended Mar. 2006,
intamationat lobaces * 119.0 150.2 1.1 amertization of & parl of thia goodwill allocated to the domestic lobacca business starad over 20
ars.
Pharmacautical 1.7 11.2 0.5 "
Foods 0.2 T8 18 6.Capital sxpenditure {unit: JPY bilkon)
3 mon months
|B-.VII'I9BI 47.5 48.3 08 andsd anded c
[Processed tooas 27 255 2.8 Jun. 2008 | um 2007
Others 48 53 0.6 Capital sxpsnditures 205 265.4 59
* Inismnational tobacco business: 3 months ended Mar, 2007 Comestic tobacco 102 15.5 5.2
Internationsl tobacco * 57 6.8 1.0
2. Leaf tobacco reappraisal profit / losa * {unit: JPY bition} Pharmaceutical 0.7 03 0.3
Trmorihs | 3 months Foods 1.4 1.2 0.1
anded andsd Changs
Jun, 2008 | Jun. 2007 Othars 2.4 2.8 04
Leat tobacco reappraisal profit / loss 28 =1.0 3.8 * Intsrnations) tobacco business: 3 months ended Mar, 2007
* Profil when denoted negalive 7. Cash and cash equivalents * {unit: JPY billion)
As of end of|As of and of
, M1, 207 | Jun 2007 | Change
3. Breakdown of S5GAA expenses {unit: JPY bittion} .
3::".:“ S months en Cash and cash squivalents 1,185.68 2480| 9376
Jun. 2008 | Jun. 2007 ange * Cash and cash equival = cash and deposits + j
- - + gecurities purchasad under repurchase sgrasments
SGAA 138.2 145.4 7.1
Personnel * 3re 41.4 36 B. Intarest-bearing debt * {unit: JPY bilkon)
A ising and general publicity 4.7 43 0.4 As of e of|As of end of
" Mar. 2007 | Jun. 2007 | Can9e
Sakes promotion 26,7 30.3 35 pins
R&D 10,0 102 0.1 bearing debl 219.2 883.0 763.7
Depraciation and amortization 14.2 141 -1 * Inlaresi-hearing debt = shor-temm bank loans + bonds + long-term borrawings
Others 448 449 03] 9. Business data 3 mona. [ 3 monins change
Parscnei expenss & the sum of lion, salarlea, allcwances, provision for «Domestic tobacco business> Jun. 2008 | Jun. 2007
reliremeni benefil, legal welfare, employse bonuses and accrual of smployss
bonLaes, AT sales volume” (bikon cigareties) 54.0 427 -11.3
Total demand (blion cigecenss) 826 85.8 -16.7
4. EBITDA by business sogment {unit: JPY billion) JT markel share 85.5%) B4.6%| -0.6%p!]
Tmonths | 3 monlhs 17 et sales befors tax per 1,000 cigarelles imv) 11663 12608 1035
snded ended Change -
Jun. 2006 | Jun. 2007 JT net sales after tax per 1,000 cigareties (%) 3,852 4,056 204
[Consoldeiad EBITDA 134,1 1266 7.5 * Sales voluma of domestic duty-free and China division is excluded, which was 0.8 bilion
- for 3 montha anded Jun, 2008 and 0.8 billion for 3 months ended Jun, 2007, respectivedy,
Operating income 102.0 93.3 -8.7
Depraciation and smortization * 2. 2 11 man months
il 320 3 ended | enced | Changs
Dx i EBITDA 101.0 BZ6 -18.3 <Intamalional tobacco business> Mar, 2006 | Mar, 2007
Operating income 81.5 824 +18.1 Total sales voluma (bikon ciparscs) 521 517 56
Depreciation and amortization 2 19.4 202 o7 JPYUSD rate for consolidation (JPY) 116.98 119.45 2.47
Inlermational tobacce EBITDA ™ 259 3re 119
Qparating incom , 4 k Tmonths | 3 monhs
paring income 185 2 109 ended anded Thange
Depreciation and amortization ™ 7.4 B.4 0.9 <Pharmaceulical business> Jun. 2008 | Jun. 2007
Phamaceutical EBITDA -1.2 -2.1 0.3 IR&D expanses (persnt company) (JPY bitian) 5.2 55 0.3
Operaiing income =20 -29 -0.9
Depraciation and amortization ? 0.7 0.7 0.0 As of end of|As of and of
Change
Foods EBITDA 3.5 2.5 -1.0 <Foods busl -B g8 b Mar, 2007 | Jun. 2007
Operating incoms 1.8 1.3 0.5 oAb ge vending machmes * 250,500 | 253,000 2,500
Depreciation nnd amortization 1.8 1.1 0.5 JT-owned 38,000 37,000 -1,000
Others EBITDA 4.9 6.1 1.2 Combined 86,000 68,000 2,000
Operatng ncome 1.9 3.1 1.2 * Beverage vending machines inciude vending machines for cans and packs, stc. pnd for
— cups owned by other wanies snd cporated by our subsldisry, “JT-ownaed" vending
Depraciation and amortization 2.9 2.9 0.0 machines are owned by JT. "Combined” vanding machines sre owned by our
{Raference) {unit; WSO milson) subsidiaries or affiliatas ,and focus on seliing JT brand beverages but siso selt non-JT
brand baverages.
Intemational tobacco EBITDA
249 k1Y) 102
(Before royalty paymant)

“1 gBITD.

Income + depraciati

and amertization

*2 Deprociation and amortization = dapreciation of tangibie fixed assats + amortization
of mtangible fxed assets + amortization of long-term prepaic expenses +

amortization of goadwill

"3 Intemationai tobacco busineas: 3 months anded Mar. 2007
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Data shests for 3 months ended June 2007

1. Consolidated financial outlook for fiscal year ending March 31,
2008 compared to the forecast as of April 2007

Data sheet (2)

2. Consolidated financial outlcok for fiscal year ending March 31,
2008 compared to the reults of previous fiscal year

{JPY billion (IPY bitlion}
Previgus forecast | Revised forecast Chlgz FY 0![‘2207 Revisad forecast Cham
Net sales including excise tax 4,890.0 6,410.0 1,520.0 Net salas including excise tax 4,769.3 6,4100 1,640.6
[Excluding imported tobacco 3,661.0 5,181.0 1,520.0 [Excluding imported tobacco 3,553.1 5,181.0 1,627.8
EBITDA 449.0 574.0 125.0 EBITDA 464.6 574.0 109.3
Operating income 312.0 419.0 107.0 QOperating Income 331.9 419.0 87.0
Recurring profit 282.0 382.0 100.0 Recurring profit 3t2.0 382.0 69.9
Net income 186.0 256.0 70.0 Net incorme 210.7 256.0 45.2
Return on Equity 9.3% 12.2% 2 9%pt] [Return on Equity 11.3% 12.2% 0.9%pt]
(JPY billion) (JPY billion)
Previous forec.ﬁ Revised forecast Chonie FY 03/2007 Revised forecast Change
Capital expenditures 126.0 146.0 20.0 Capital expendituras 102.1 146.0 43.8
Domestic tobacco 64.0 64.0 0.0 Domestic tobacco 55.2 64.0 8.7
tnternational tobacco 35.0 55.0 20.0 International tobacco 32.0 55.0 22,9
Pharmaceutical 3.0 3.0 0.0 Pharmaceutical 3.0 3.0 0.0
Foods 6.5 6.5 0.0 Foods 4.8 5.5 1.6
Qther businesses 17.0 17.0 0.0 Other businesses 8.0 17.0 B.9
Consolidated financial outlook by business segment EJPY biIlIonE Consolidated finandal outlook by business seqment (JPY billion}
Previous farecast | Revised forecast Change Fy n:{zoor Revised forecast Change
Net sales including excise tax 4,860.0 6,410.0 1,520.0 Net sales Including excise tax 4,769.3 6,410.0 1,640.6
Domestic tobacco 3,398.0 3,388.0 0.0 Domestic tobacco 3,416.2 3,398.0 -18.2
rﬁ_;::ludlnu imported tobacco 2,169.0 2,169.0 0.0 Excluding Imported tobacco 2,200.0 2,169.0 -31.0
International tebacco 1,130.0 2,6530.0 1,520.0 International tobacco 999.6 2,650.0 1,650.3
Pharmaceutical 44.0 44.0 0.0 Pharmaceutical 45.4 44.0 -1.4
Foods 288.0 298.0 0.0 Foods 2B6.5 298.0 11.4
EBITDA 449.0 574.0 125.0 [EBITDA 464.6 574.0 109.3
Domestic tobaceo 300.0 300.0 0.0 Domestic tobaceo 326.4 300.0 -26.4
International tobaoco 127.0 252.0 125.0 International tobacco 112.6 252.0 139.3
Pharmaceutical -11.5 -11.5 0.0 Pharmaceutical -8.1 -11.5 -3.3
Foods 12.5 12.5 0.0 Foods 12.0 12.5 0.4
Operating Inceme 312.0 419.0 107.0 Qperating income 331.9 419.0 87.0
Domestic tobacco 213.0 213.0 0.0 Domestic tobacco 245.3 213.0 -32.3
International tobacco 96.0 203.0 107.0 International tobacco 81.0 203.0 121.9
Pharmaceutical -15.0 -15.0 0.0 Pharmaceutical -11.2 -15.0 -3.7
Foods 8.0 8.0 0.0 |__lFoods 6.7 8.0 1,2
Major assumptions | [ Major assumptions ]
(1)Domestic tobacco business {billlons of dqarettesf {1)Demestic tobaceo business (billions of cigarettes
| Previous forecast | Revised forecast Chan . |__F¥ 0372007 ; Revised forecast Changa
|5ales volume | 168.0 168.0 0.0 ISaIes volume | 174.9 168.0 -5.9
Excludes sales of domestic duty-frea gnd China division Excludes sales of domestic duty-frae and China division
(2) International tobacco business (bitlions of dgarettes, JFY) (2)_Internatlonat tobacco business [billlgns of dgarettes, JPV}
Previgus forecast | Revised foracast Change 2006 Reviged I'ore_caﬁ Change
Tabal sales volume 258.0 380.0 122.0 Tobai sales volume 240.1 380.0 133.9
{GFB sales volume* - 202.0 - |GFB sales volume* 146.8 202.0 55.2
JPY/USD rate 115.00 120.00 5.00 JPY/USD rate 116,38 120.00 3.62

*GFB of FY 1/2008; Winsion, Camel, Mlid Seven, B&H, Sitk Cut, LD, Sobranie, Glamour

*GFB of FY 3/2007: Winston, Camnel, Mild Seven
GFB of FY 3/2008; Winston, Camal, Mild Seven, B&H, Silk Cut, LD, Sobranie, Glamour
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Data of JT products in Japanese market

* Excludes sales from the China, Hong Kong, and Macau markets and domestic duty-free sales,
* Original measurement Basis = JT original products + Mariboro cigarettes (until April 2008} + JTI products for the Japan market from May 2005 onward
* New measurement Basis = JT original products + JTI products for the Japan market

Domestic Tobacco Business Results

1.

Data Sheet (3)

Mafket Share in Growing Segments

Quarterly Sales Volume (billions of cigareties 1. 1mg Tar
Apr-Jun | Jul-Sep [ Oct-Dec | Jan-Mar Total (1) JT 1mg Tar Product Share {%}
FY 03/2006 50.5 48.5 48.1 42.2 189.4 Original Basis | Apr-Jun | Jul-Sep | Oct-Dec | Jan-Mar Tolal
FY 03/2007 54.0 36.8 44.6 39.3 174.9 FY 03/2006 10.6 11.7 12.2 12.5 11.7
FY 03/2008 42,7 FY 03/2007 12.4 12.5 13.3 136 12.9
* The above mentioned figures inctude sales of Marlboro cigarettas until April 2005 and JTI FY 03/2008 13.9
products (Camal, Winston, Salem atc.) for the domestic market from May 2005 onward. New Basis Apr-Jun Jul-8ep | QctDec | Jan-Mar Total
FY 03/2006 11.3 11.7 12.2 12.5 11.9
FY 03/2007 12.4 12.5 13.3 13,6 12.9
2. Quarterly Retail Price Sales {billions of JPY’ FY 03/2008 138 —
Apr-Jun | Jul-Sep | Oct-Dec | Jan-Mar Total {2) JT Share in 1mg Tar Segment (%
FY 0372006 694.7 664.2 658.2 578.0] 2595.2 Original Basis [ Apr-Jun | Jul-Sep | Oct-Dec | Jan-Mar
FY 03/2007 740.3 547.5 664.6 587.0 2,539.5 FY 0372006 55.7 60.4 £0.8 61.6
FY 03/2008 636.7 FY 03/2007 61.3 60.9 62.4 52.2
* Reatail price sales = sales volume * fixed retail prce. FY 03/2008 62.0 /
* The above mantioned figures include sales of Marlboro cigarsties unfit April 2005 and JTI New Basis Apr-dun | Jul-Sep | Oct-Dec | Jan-Mar
products {Camel, Winsion, Salem etc.) for the domestic market from May 2005 onward. FY 03/2006 59.7 60.4 60.8 61.6
FY (3/2007 61.3 60.9 62.4 62.2
FY 03/2008 62.0
3. Quarterly Net Sales Per Thousand Cigarettes (JPY)
Apr-Jun | Jul-Sep | Oct-Dec | Jan-Mar Total 2. Menthol
FY 03/2006 11,715 11,653 11,657 11,667 11,674 (1) JT Menthol Product Share (%)
FY 03/2007 11,663 12,677 12,688 12,699 12,371 Orl_glrlal Basis | Apr-Jun JulSep | Oct-Dec | Jan-Mar Total
FY £3/2008 12,698 FY 03/2006 8.1 6.5 6.6 6.7 7.0
* Net sales per thousand cigareties FY 03/2007 6.7 6.9 6.7 7.1 6.8
= (retail price sales - retatler margins - consumption tax) / sales volume * 1,000 FY 03/2008 7.2
* The above mentioned figures include sales of Mariboro cigarettes until Aprl 2005 and JTI New Basis Apr-Jun | Jul-Sep | Oct-Dec | Jan-Mar Tolal
preducts (Camel, Winston, Salam etc.) for the domastic market from May 2005 chward. FY 03/2006 6.3 6.5 6.6 8.7 8.5
FY 03/2007 6.7 5.9 6.7 71 6.8
FY 03/2008 7.2
Quarterly Net Sales Excluding Excise Tax (2} JT Share in Menthol Segment %}
Per Thousand Clgarettes (JPY) Original Basis | Apr-Jun | JulSep | QOcl-Dec | Jan-Mar
Original Basis | Apr-Jun | Jul-Sep | Oct-Dec | Jan-Mar Total FY 03/2006 45.1 34.4 34.9 351
FY 03/2006 3,901 3.845 3.848 3,857 3,864 FY 03/2007 35.0 34.1 33.8 34.8
FY 032007 3,852 4,050 4,050 4,056 3,990 FY 03/2008 34.9
FY 03/2008 4,056 New Basis Apr-Jun | Jul-Sep | Qci-Dec | Jan-Mar
New Basis Apr-Jun | Jui-Sep | Oct-Dec | Jan-Mar Total FY 03/2006 34,7 34.4 34.9 35.1
FY 03/2006 3,845 3,846 3,849 3,857 3,849 FY (3/2007 35.0 341 33.8 34.8
FY 03/2007 3,852 4,050 4,050 4,056 3,990 FY (3/2008 34.9
FY 03/2008 4,056
* Net salss excluding excisa tax per thousand cigarettes 3. JPY 320 or above*
= {retail prica sales - retaiter margins - consumplion tax - excise taxes) / sales voluma * 1,000 (1) JT JPY 320 or above Product Share (%)
Original Basis | Apr-Jun | Jul-Sep | Oct-Dec | Jan-Mar Total
FY 03/2006 8.8 5.1 5.4 5.9 6.3
Quarterly JT Market Share (%) FY 03/2007 5.7 5.4 5.2 5.5 5.5
Original Basis | Apr-Jun | Jul-Sep | Oct-Dec | Jan-Mar Total FY 03/2008 56| "
FY 03/2006 69.6 65.4 65.3 65.2 B6.4 New Basis Apr-Jun Jul-Sep | Oct-Dec | Jan-Mar Total
FY 03/2007 63.5 64.2 64.7 64.5 64.8 FY 03/2006 5.1 5.2 5.4 5.9 5.4
FY 03/2008 64.9 FY 03/2007 3.7 5.4 5.2 5.5 5.5
New Basis Apr-Jun | Jul-Sep | Ocl-Dec | Jan-Mar Total FY 03/2008 5.6
FY 03/2006 66.1 65.5 65.3 65.2 65.5 (2) JT Share in JPY 320 or above Segment (%,
FY 03/2007 65.5 64.2 684.7 84.5 64.8 Original Basis | Apr-Jun | Jul-Sep | Oct-Dec | Jan-Mar
FY 03/2008 64,9 _—— FY 03/2006 39.1 22.2 23.1 24.5
FY 03/2007 24.3 22.5 22.6 23.2
FY 03/2008 23.5 e
New Basis Apr-Jun | Jul-Sep | Cci-Dec | Jan-Mar
FY 03/2006 22.6 2231 23.2 245
FY 03/2007 24.3 2251 22.6 23.2
FY 03/2008 23.5 |
* JPY 300 or above until Apr-Jun. 2006
4. Quarterly D-spec Product Share (%)
Apr-Jun | Jul-Sep ! Oci-Dec | Jan-Mar Total
FY 03/2006 0.91 1.24 1.78 3.12 1.72
FY 03/2007 4.12 3.84 3.85 4.34 4.04
FY 03/2008 4.41

* Pianissimo and Premier have been sold as C-spec products since March 2006,
Bevel Flair have been sokd as D-spec products since December 2008.
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Japan Tobacco Inc. Clinical development (as of August 9, 2007}

Code

Stage

Indication

Mechanism

Characteristics

Rights

JTT-705
(oral)

Phase](JPN)

Dyslipidemia

CETP inhibitor

Decreases LDL and increases HDL by
inhibition of CETP

-CETP:Cholestery] Ester Transfer
Protein, facilitates transfer of cholestery
ester from HDL te LDL

-HDL:High density lipoprotein, Good
Cholesterol

-LDL:Low density lipoprotein, Bad
Cholesierol

Roche {Switzerland)
obtains the rights to
develop and
b-ommercialize this
compound worldwide,
with the exception of
Japan.

JTT-130
{oral)

Phase2(JPN)
Phase2(Overseas)

Hyperlipidemia

MTP inhibitor

Treatment of hyperlipidemia by
reducing sbsarpiton of cholesterol and
triglyceride via inhibitioin of MTP
MTP:Microsomal Triglyceride Transfey
Protein

JTK-303
{oral)

Phasel (JPN}

HIV

Integrase inhibitor

Integrase inhibitor which works by
blocking integrase, an enzyme that is
involved in the replication of HIV
(HIV:Human Immunadeficiency Virus,

Gilead Sciences (U.S.)
obtains the rights to
develop and
commercialize this
compound worldwide,
with the exception of
Japan,

JTT-302
(oral)

|Phase2{Overseas) mlipidemia

CETP inhibitor

Decreases LDL and increases HDL by
inhibition of CETP
-CETP:Cholesteryl Ester Transfer
Protein, facilitates transfer of cholestery
ester from HDL to LDL

-HDL:High density lipoprotein, Good
Cholesterol

-LDL:Low density lipoprotein, Bad
Cholesterol

JTT-305
(oral)

1Phase2{IPN)
Phase l{Qverseas)

Qsteoporosis

CaSR antagonist

Increases BMD and decreases new
veriebral fractures by accelerating
endogencus PTH secretion via
antagonism of circulating Ca on CaSR
in parsihyroid cells

-BMD: Bone Mineral Density

-PTH: Parathyroid Hormone

-CaSR: Calcium-Sensing Receptor

ITT-552
{oral)

Phase1(JPN)

Hyperuricemia

URAT] inhibitor

Decreases serum urate concentration by
increasing urinary urate excretion via
inhibition of URATI.

-URAT I: Urate Transporter |

JTT-553
{oral)

Phase](Overscas)

Obesity

DGAT]I inhibitor

Reduces fat sbsorption from the small
intestine and inhibits fat synthesis in
adipose tissuc via inhibition of DGATI
-DGATI: Acyl CoA: diacylglycerol
acyltransferase 1

JTT-651
{oral)

Phase1(JPN}

Type 2 diabetes mellitus

GP inhibitor

Drecreases blood glucese by suppressior]
of glucose output from liver via
inhibitton of GP

-GP:Gtycogen Phosphorylase

Changes from the previous announcement on April 27, 2007:

Development of JTT-551 was terminated.
JTT-553 entered into clinical trial stage overseos.
JTT-651 entered into clinical trial stage in Japan.
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JAPAN TOBACCO INC

2-1, Toranomon 2chume, Minato-ku
Tokyo 105-8422 JAPAN
Phone:03-3582.311%

Contact: Yukiko Seto
General Manager
Media and Investor Relations Division
Japan Tobacco Inc.
Tokyo: +81-3-5572-4292

FOR IMMEDIATE RELEASE

JT Reports International Tobacco Business Results for
January - June 2007

Tokyo, August 9, 2007 -- Japan Tobacco Inc. (JT) (TSE: 2914) announced today its
international tobacco business results for the six-month period between January 1 and
June 30, 2007.

In the first half that ended June 30, 2007, JT Intemational (JTI), JT’s international tobacco
business operation, increased its sales volume by 40.2 percent to 159.3 billion cigarettes
compared to the same period last year. These results include Gallaher business acquired

on April 18, 2007.

The organic growth momentum of JTI’s pre-acquisition business continued, achieving
10.9 percent growth in sales volume compared to the same period last year.

Following the acquisition of Gallaher, JTI’s Global Flagship Brands (GFB) now consist
of eight brands - Winston, Camel, Mild Seven, Benson & Hedges, Silk Cut, LD, Sobranie,
and Glamour. Total GFB sales volume for the first half year amounted to 88.3 billion
units.

Winston, Camel and Mild Seven registered a combined growth of 13.9 percent compared
to the same period last year. This increase was driven by Winston in Russia, Spain,
Turkey and Ukraine; Camel in Spain, France, Ukraine, Russia and Italy; and Mild Seven
in Korea and Russia.

GFB performance also reflects the additional contribution of Benson & Hedges and Silk
Cut in the UK and Ireland; LD in Russia and Kazakhstan; Sobranie in Kazakhstan; and
Glamour in Russia, Ukraine and Kazakhstan following the acquisition.

Net sales including tax increased 90.4 percent to US$7.705 billion, and net sales
excluding tax amounted to US$3.362 billion, an increase of 51.8 percent from the
previous year. Net sales per thousand cigarettes, excluding tax, rose 8.3 percent to
USS$21.1.
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International Tobacco Business Results for January — June 2007

(2007 Apr-Jun results are preliminary)

2006 2007

Jan-Mar | Apr-Jun | Total | Jan-Mar | Apr-Jun | Total

Total sales volume
(billions of cigarettes)

52.1 61.6 113.7 577 101.6 159.3

GFB sales volume
(billions of cigarettes)

316 36.7 68.3 355 52.8 88.3

Net sales, including tax

millonsofUssy | 1860 | 2,187 | 4,047 | 2282 | 5423 | 7705

Net sales, excluding tax

onillonsofussy | 1018 | 1197 | 2214 | 1258 | 2,104 | 3,362

Net sales per thousand cigareties,

excluding tax wss | 195 | 194 | 195 | 218 | 207 | 211

Note:

1. Gallaher results are incorporated from April 18, 2007 onward.

2. All net sales information excludes the distribution businesses acquired as part of the Gallaher
transaction.

3, Inthe above table, GFB sales volumes are based on the new GFB definition. Accordingly, GFB sales
volumes during the pre-acquisition period include Winston, Camel and Mild Seven only.

#Hii

Japan Tobacco Inc. is the world's third largest international manufacturer of tobacco products. The
company manufactures internationally recognized cigarette brands including Winston, Camel, Mild
Seven and Benson & Hedges. Since its privatization in 1985, JT has actively diversified its operations
into pharmacewticals and foods. The company s net sales were ¥4.769 trillion in the fiscal year ended
March 31, 2007.




